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MR. ENTHOVEN: The meeting will cometo

order. I'd liketo begin by asking Ms. Jill McLaughlin to

call theroll. Jill.

MS. MCLAUGHLIN: Will the following members

please signify their attendance by stating present.

Alpert.

DR. ALPERT: Present.

MS. MCLAUGHLIN: Armstead.
Bowne.

MS. BOWNE: Here.

MS. MCLAUGHLIN: Conom.
Decker.

MS. DECKER: Here.

MS. MCLAUGHLIN: Enthoven.
MR.ENTHOVEN: Here.

MS. MCLAUGHLIN: Farber.
Finberg.

MS. FINBERG: Here.

MS. MCLAUGHLIN: Gallegos.
Gilbert.

Griffiths.

Hartshorn.

MR. HARTSHORN: Here.
MS. MCLAUGHLIN: Hauck.
MR.HAUCK: Here.

MS. MCLAUGHLIN: Hiepler.
MR.HIEPLER: Here.

MS. MCLAUGHLIN: Karpf.
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DR. KARPF: Here.

MS. MCLAUGHLIN: Kerr.

MR. KERR: Present.

MS. MCLAUGHLIN: Lee.

MR.LEE: Here.

MS. MCLAUGHLIN: Murrell.
Northway.

O'Sullivan.

Perez.

MR. PEREZ: Here.

MS. MCLAUGHLIN: Ramey.
Rodgers.

MR. RODGERS: Here.

MS. MCLAUGHLIN: Rodrigues-Trias.
DR. RODRIGUES-TRIAS: Here.

MS. MCLAUGHLIN: Severoni.

MS. SEVERONI: Here.

MS. MCLAUGHLIN: Spurlock.

DR. SPURLOCK: Here.

MS. MCLAUGHLIN: Tirapelle. Tirapelle.
Williams.

MR.WILLIAMS: Here.

MS. MCLAUGHLIN: Zaremberg.
MR.ZAREMBERG: Here.

MS. MCLAUGHLIN: Zatkin.

MR. ZATKIN: Here.

MS. MCLAUGHLIN: Thank you.
MR. ENTHOVEN: A quorum ispresent so we'll

4
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proceed with the meeting.

Asan ongoing effort to educate the Task
For ce about various aspects of managed car e, today's
program is about consumer protection asimplemented by
managed health care plans and will focus on two issues:
Managed car e environment around 1975 when the Knox-K eene
Act was enacted, and a discussion of the Act's objectives
and how it's been progressing; and then the second part
will be a discussion consumer involvement communication
and information.

We validated about 45 minutes of meeting
time to each of thesetopics. On thefirst one Mr. Keith
Bishop and Mr. Warren Barneswith the Department of
Corporationswill present the section on the Knox-K eene
Act and task force member -- so Mr. Barnesand Mr. Bishop,
thank you for coming.

MR. BISHOP. Thank you Mr. Chairman and as|
said I'm Keith Bishop and to my right isWarren Barnes.
Warren will speak first about the history and sort of
antecedents of the Knox-Keene Act in California.

MR. BARNS: | will review, in very
broad-breast fashion, historical information that
virtually all of you are already familiar and put the
Knox-Keene Act in some historical perspective.

Thethread that runsthrough the history of
managed carein California preceding and during the
Knox-Keene Act erarelatesto problems associated with
changesin financial incentives, in my judgment.

5
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In the 1930s, you will recall wasthe first
era of managed care, or in those days prepaid carein
California. After alarge number of companieswerein
businessfor a period, therewas an enor mous sake out in
the marketplace, Kaiser and Ross L oose (phonetic) are two
of the notables that continue today, Ross L oose under the
name of Cigna at thistime. Blue Cross also became
happily ensconsed in Chapter 11 (a) of the Insurance Code
during the 1930s. There are other companies aswell.

In the 1960s, ther e was then experienced a
resurgence of interest in managed care with a number of
new entrantsinto the market; that was a cause for concern
for some of the mor e established, obviously reputable
companies, and they on their own industry initiative came
together to seek legislation to regulate the managed care
industry well awar e that major problemsin one area could
tarnish the entireindustry in the public mind. What
resulted from that in 1965 was the Knox-Mills Health Plan
Act that provided for registration of health care service
plans. The administrator wasthe Attorney General. The
regulatory program consisted of one person, by the name of
Bob Obress (phonetic), who collected the registration
statementsthat the plan submitted. Attorneysin the
A.G.'sofficewere available for consultation.

Then in thelate '60s, as you well know,
then Governor Regan saw the wisdom of using prepayment as
amode for delivery of medical servicesthat resulted in a
large number of people entering the market for thefirst

6
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time as prepaid health plansto serve the Medi-Cal
population. Therewereanumber of significant problems
marketing quality of care, administration, etc., that were
observed at that time, which resulted in 1972 in the
enactment of the Waxman-Duffy Health Plan Act. That was
thefirst formal consistent statutory authority for the
Department of Health Servicesto contract with entitieson
a prepaid basisto provide servicesto M edi-Cal enrollees
and also allowed DHS authority to monitor those contracts.

Now therewere a number of problemsthat
became steadily worse over a period of time. It was
eminently clear, in retrospect, that the Knox-Mills Act of
1965 was utterly unsuited to, shall | say contain the
entrepreneurial ferment that was associated with that
prepaid health care, and in particular it was utterly
unsuited to contain the ferment involved with the
prepayment programs for Medi-Cal enrollees.

The Waxman-Duffy Act was widely under stood
in the capital asthe solution to the problem, at least
insofar as prepaid Medi-Cal was concerned. Unfortunately,
thisdid not turn out to be the case. Knox-Millsand
Waxman-Duffy together were unable to contain those
problems. Asa consequence, thelegislaturein 1975
enacted the Knox-K eene Health Care Service Plan Act. That
act was designed to create a channel consisting of a
variety systemsthat Commissioner Bishop will discuss
later to regulate the health plan industry, commercial,
M edi-Cal all aspects of the prepaid or managed care

7
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business.

At that time, the legislatur e was presented
with a problem. The attorney general had made it
abundantly clear that he wished to have no moreto do with
the regulation of managed care. Consequently, it was
necessary for the legislatureto define a home for the
Knox-K eene Act who would be the department in char ge of
it, the administration, and enfor cement responsibilities.
There were several considerations. In many states DOI
regulates -- the Department of Insurance in many states
regulates the managed careindustry, that wasrejected by
the California legislature on the grounds that the managed
careindustry was a service industry exemplified by the
term health care service plan as opposed to an
indemnification industry and there was concern if the
managed careindustry wer e saddled with insurance-style
regulation it would not be able to fulfill the objectives
that thelegislature had in mind for it. In specific,
cost containment without deterioration and quality of
care.

DHS was also an obvious possibility. There
was concern with DHS that DHS was also a primary purchaser
of servicesinsofar asthe prepaid Medi-Cal programs were
concerned. That wasa major hope for cost containment;
there was a concer n there might be a conflict of interest,
it might be very difficult to encourage plansto contract
with them at the sametimeto regulatethem. Therewas
less consider ation given to Consumer Affairs, but the

8
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per ception was that Consumer Affairs, insofar as health is
concerned, isprimarily related with regulating
professionals.

Department of Cor porations ultimately was
selected for two reasons. First, the Department had a
long history of successful regulation of alarge variety
of different types of businesses ranging from broker
dealerson the one hand to financial services companies
and a number of other entitiesthrough the continuum. The
second reason Department of Cor porations was selected, is
that it had its own enforcement capability, enfor cement
attorneysthat worked over awide variety, the entire
range of laws that the Department isresponsible for
administrating, approximately twelve or thirteen in those
days, so that if major problemsarosein any one areathe
weight of the Department's enfor cement capability could be
directed in that area whether it was health law,
securitieslaw, or whatever it maybe. And therewerea
number of significant enforcement issues presented to the
Department when it received jurisdiction under the
Knox-Keene Act in 1975.

In keeping with my per ception that the
thread of history going back to 1930s with managed care
had to do primarily with the change of financial
incentives and the problemsthat frequently attended that,
perhapsthe main provision in the Knox-K eene Act that
addresses that is 1367 (g) which requires medical decision
making at all levelsto be qualified and prohibits

9

BARNEY, UNGERMANN & ASSOCIATES 818 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

interference of medical decision making by fiscal and
administr ative management.

Onevery brief comment in terms of the
historical background by way of summing up. In a sense,
we have come full circle on someissues and in particular
some of the financial and some of the quality of care
problemsthat the Department observed in the early years
with respect to the licensees or | should say applicants
for licensure that came from the Knox-Mills Act. In those
particular corporationsthose companieswe are now seeing
compar able problems on the medical group, the IPA, and the
l[imited licensee level inasmuch as much of therisk that
her etofore was assumed and retained by health plans has
over a period of years been placed at the medical group or
the IPA or limited licensee level which, of course, is
consistent with the legislative intent of the Act; but,
nevertheless, requiresa great deal of sophisticated
vigilance to be able to manage.

Mr. Chairman, thank you very much.

MR. ENTHOVEN: Thank you, Mr. Barnes.

Mr. Bishop.

MR. BISHOP: Weéll, Dr. Romero has given me
an impossible task of trying to summarize in a meaningful
way the Knox-Keene Act. But | think that there's some key
points and some themesthat are important for this Task
Forceto understand and to be familiar with.

TheAct itself isfound in the Health and
Safety Code; it hasover 250 individual sectionsand it's

10
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organized into 19 different articles. It'sa pretty long

Act. It coversover 200 typewritten pages. | think one

of the keysto understanding the Knox-Keene Act generally
can befound in one of the very first few sections, which

isa statement of legislativeintent. And I'm goingto
focuson just four of the expressed intent of the

legislature because they're very important, | think, to

the philosophy at least to the Department'sregulation and
inter pretation of the Act.

First, the legislature said that one of the
purposes of the Act was to assure the continued role of
the professional asthe determiner of the patient's health
care needs. Secondly, they said they wanted to help
ensur e that the best possible health care be availableto
the public for the lowest possible cost by transferring,
and | think thisisrather interesting, by transferring
thefinancial risk of health carefrom patientsto the
providers. Thirdly, they wanted to assurethe financial
stability of plans, and Warren Barnes spoke about some of
the early concernswith that. And finally was a broad
purpose of assuring that enrolleesreceive available and
accessible health care servicesrendered in a manner
providing for continuity of care.

As| said at our first meeting, the Act
appliesto health care service plans and that's a concept
| think some people havein earlier discussions wondered
wherethelineisbetween insurance and health care
service plans. The Act defines a health care service plan

11
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as a person who undertakesto arrange for the provision of
health care services or to pay for those servicesin
return for prepaid or periodic charge. So one of the keys
in that definition isyou have a prepayment or periodic
charge associated.

Then | think the second point isthat there
isa provision in the Act that saysthe Act does not apply
to a person who has a certificate from the insurance
commissioner unlessthat person providesfor health care
services either directly or through a contract. So |
think that's sort of the second touched on. First is
periodic or prepaid charge; the second isthe provision of
medical services either directly or by contract. That's
what makes you subject to the Knox-Keene Act in
California.

First and foremost the Knox-Keene Act isa
licensing statute. You cannot act as a health care
service plan in California without alicense. In order to
get a license from the Department of Corporations you have
to file voluminous documents. These documentsinclude
your proposed agreements with medical providers, your
proposed form of enrollee contracts, your evidences of
cover age; you have to demonstrate the -- in the service
areas that you propose to go into the capability of your
providersand your hospitals. All of thishasto be
reviewed as well asyour financial capability to provide
for the services. The application is not something that
comesin on afew pages, it comesin by the box load.

12
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The other thing about the licenseis once
you get a license from the Department of Corporations, you
can't make any material change to your operations without
filing a notice of what we call material modification with
the Department in getting that notice of material
modification approved by the Department. If it'sa minor
change, you can do it by a planned amendment. If you want
to expand your service area, that would require approval
by the Department.

What | comparethistoisif you werean
automobile company, it would belike if you want to change
your design of your carsyou would have to cometo the
Department of Corporations and get the approval. If you
wanted to open a new dealer ship, you would have to come to
the Department of Corporations and get the approval. It
isavery high level of scrutiny.

The Act itself appliesvarious standards;
those standards go to solicitation and advertising, they
go to the terms of the planned contractsitself, and they
go to more generally the way the plan operates. Warren
alluded to some of the problemsin some of the early '70s
regarding solicitation. The Act has specific prohibitions
against deceptive advertising by plan or plan solicitors.
The Act requires specific disclosure in terms of evidences
of coverage, and there are numerous provisionsin the Act
that go to very specific topics, like there's specific
requirementsregarding arbitration provisions or processes
for denying services. Alsothere'sdisclosure provisions

13
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relating to how the plan operates, its grievance

processes, and mor e recently a disclosur e requirement
about the Department'stoll free hot [ine number. There
are numer ous kinds of specific disclosuresthat haveto be
made. In addition to the soliciting -- oh, one mor e point
on the advertising. Advertising by planshasto befiled
with the Department of Cor porations.

In addition to the advertising solicitation
standards, there are specific contract standards. The
contract that the plan entersinto with the purchaser or
theenrolleeto providethe services. Therearejust
pages and pages of contract standardsthat are set forth;
there's Article 3.1 which deals with numer ous requirements
that relate to small employer group plan contracts;
there'san Article 3.5 of the Act which deals specifically
with M edicar e supplement contracts.

In addition, there'sa general provision in
the Act which requiresthat all contractswith enrollees
aswell asall contractswith the providers must be fair
and reasonable and consistent with the provisions of the
Knox-Keene Act.

Thirdly, in addition to the advertising in
the specific contract requirements, there are specific
standards for the operations of the plan and these --
there's some very general standardswhich | think
collectively represent the heart and soul of the
Knox-Keene Act and onein particular | think that is
fundamental. | will hit on a few of them.
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First, all facility providers and equipment
that the plan uses must be dually licensed in California.
Second, all services must be made readily available at
reasonabletimesto enrollees. Thirdly, the plan must be
ableto demonstrate to the Department that it hasthe
organizational and administrative capacity to provide the
servicesthat it is contracting to perform. Fourthly --
and thisonel think isreally the most fundamental and in
terms of the philosophy of the Act -- isthat the plan
must be able to demonstrate that medical decisionsare
rendered by qualified medical providersunhindered by
fiscal and administrative concer ns.

In addition to these mor e gener al
requirements, the Act isfilled with alot of very, very
detailed requirementsrelating to all kinds of specific
situations. In many cases, | believe the specific
requirements ar e basically footnotes to the mor e gener al
requirement. For example, there'sa provision requiring
comprehensive preventive care for children. | think while
that'sin the Act, | think it'salso part of the more
general requirement that plans provide basic health care
services. There's specific requirementsfor coverage of
osteopor osis, there's specific requirements for prosthetic
devices or reconstructive surgery regarding mastectomies.
There are a whole lot more of these specific requirements
that run for pages and pagesin the Act. But what | want
-- | think it'simportant to under stand that there'salot
in therein terms of specificity.
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| think the Act in addition to being a
licensing Act isone that providesfor continuous
oversight of the plans. The plansare subject to periodic
medical surveyswhich are on-site surveys, those are
required to be conducted every threeyears. Theplansare
also subject to periodic financial examinations which are
required to be done every five years. So there'smore or
less constant contact.

In addition to these periodic surveys, there
are follow-up surveys and what we call non-routine
surveys, which are what the Department conducts when they
become awar e of a potential problem. They may goin and
do a non-routine, on-site investigation or survey
investigation or survey of the plan or specific aspect
plan of the plan's operations.

Finally, the Act providesfor broad
enforcement powers. We have the authority, the Department
of Corporations, to issue administrative cease and desist
orders. We havethe authority to institute civil
injunctive actions; we have the authority to seek
appointment of areceiver; we have the authority to seize
the business; we have the authority to seize or to freeze
new enrollment; and we have the authority to issue civil
penalties.

Thethought that | would like you to be left
with isthat thereisalot in the Act now both in terms
of specificity but also some very important and broad
general principalsboth in the legislative intent and in
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these general standardsthat apply to plan operations.
It'savery comprehensive Act. It'snot necessarily the

best drafted act because it's been added to, and sort of

like a house that's built without a plan, but there'sa

lot there and | really encourage people who are

considering Knox-K eene Act regulation become familiar with
the way the Act operates, the philosophy of the Act, what
isrequired of plans now.

MR. ENTHOVEN: Thank you very much. Wedid
ask that a copy of the Knox-Keene Act be sent to every
member of the Task Forceand | trust you all have it and
areworking your way through it diligently.

Arethere questions from the Task Force?

MR.ZAREMBERG: | think the charge of the
commission was to look at who should provide oversight
governs, not necessarily whether we should amend the
Knox-Keen Act, maybe Commissioner could talk to usand
discuss with usthe implementation of the Act. How you
see you do your job? For example, on the issue of medical
decisionsisthere-- how do you processthat or arethere
issuesthere? | mean there'sthingsin the Act but how do
you implement those? And | guessfinally you've received
| think a large budget augmentation, how do you see that
being utilized and how would that be addressed in the
future and what would that be used for? | think that's
important to our charge here.

MR. BISHOP: | would characterize Knox-K eene
Act asparticularly with a plan of any size of almost
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continuous contact between the plan and the Department and
the contact comes about in a variety of different ways.

As| said the Act requiresthat any material
changein theoperations. It'srather extraordinary if
you want to expand your business normally you don't goto
the State and get permission. If you want to change a
contract term normally you don't file your contractswith
the State. Sothere'sthisavenue of material
modification plan amendment contract processin
advertising that we get filings all the time.

The medical survey processisa point of
constant contact asisthe financial examination and it's
the medical survey isjust aflavor of it. There'san
on-site portion, but once that isdone then the
preliminary report isdelivered to the plan and there's --
the plan has a chanceto respond and that is a process of
interaction.

There'salso the complaint process. We have
had for sometimein consumer servicesunit startingin
October of '95 weinaugurated the 1-800 number. So that
isa point in which we're handling individual complaints
that comein to the Department. When we get a complaint
we contact the plan to get both medical information, if
medical issues areinvolved, and the plan's at least
position on the complainant. Those complaintsthen they
go through their process but they also dove tail into our
on-site survey processor point of data for that process or
may be flipped over into an enfor cement proceeding.
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That'sthe other area of contact isthrough
our enforcement processes, we may be doing an
investigation or actually engaged in litigation with the
plan.

In terms of the augmentation --

MR. HAUCK: Keith, before you go on with
that, before you got the augmentation, given the extent of
the Department's potential contact with the plans, were
you actually able to perform on the mandate of the law?

MR. BISHOP: Wewerebasically in atriage
situation in terms of trying to fight the hottest fires
and the augmentation was something we began looking at
last December; Gary Haggin (phonetic) isthe assistant
commissioner for the health plan division. What | wanted
to have done was basically a performancereview. Look at
all sectorsof our activities, what werequired to do
statutorily, whether we were -- what our backlog was,
whether we wer e meeting our statutory performance
standards or an internal performance standard, and if it
weren't what it would take to get there. So that wasthe
genesis of the augmentation that we requested. The
augmentation --

MR. HAUCK: Theanswer wasyou weren't
sufficient?

MR. BISHOP: In many areas we wer e behind.

MR.ENTHOVEN: Jeanne.

MS. FINBERG: | wander if you can comment on
the separation of the regulation of the PPOs and then also
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on the overlap in your oversight responsibilities and
guality measurement with the Department of Health
Services. Soin other wordsthe Department of Insurance's
part and the Department of Health Services part.

MR. BISHOP: I'll giveyou a general answer
and Warren isthe master of thisissue but basically the
fundamental dividing line, as| said, there'stwo partsto
being a health plan prepaid or periodic charge, and the
other isbasically the provision of services. And
normally a PPO, which would not be regulated by us, would
fail one of those two tests, usually it'sthetest of the
prepaid or periodic charge.

MS. FINBERG: Maybel should clarify my
question. | didn't really mean what it is now because |
know what it is but whether you think it should stay like
that if it isn't working with those lines. Because asyou
know there's several proposalsto changethat and |
wondered what your view of those changes would be.

MR. BISHOP: | view that as a fundamental
difference between insurance and health care service plans
and basically the difference iswithin an insurance
company basically they're indemnifying you against a loss
that you may incur. In the case of health careit'snot a
health care cost. You don't hold the insurance company
accountable under indemnity insurance for the providers--
thejob the provider does. Theold system, if you had
health insurance, you would choose your doctor, if your
doctor did a bad job you would go after them for
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malpractice.

The nature of the obligation with the health
care service plan in my mind is fundamentally different
which isthat they both take therisk of health care costs
but they also undertake the obligation to provide or
arrange for the provision of health care services. And so
insurance regulation is directed mainly at ensuring that
onetheinsurance companies have the financial capability
to meet the obligations; and, secondly, that they're
honoring their contracts.

Our job isalot more complicated because
the contract performancein insuranceis paying the money.
Our job isthat to ensurethat they're providing the
qguality of care and the servicesthat they are obligated
toprovide. Soit'savery different, | think, kind of
regulation. It's much heavier regulation under the
Knox-Keene Act than under the Insurance Code because there
arealot of thingswelook at that there would be no
reason to look at in a pureindemnity insurance
environment.

MS. FINBERG: Soyou seeafineline between
the provider organizations and the HM Os, and if you had,
for example, a health service plan with a point of service
option so you're getting in to some sort of mixed animal
you still seeit would be appropriate to have them
regulated separately?

MR. BISHOP: | think that, you know,
fundamentally the health care service plansthey're
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offering a different product, which isa service, it's not
a promise to pay money and that'swhat really
distinguishes the Knox-K eene Act regulation.

MS. FINBERG: And then the quality side, the
other part of the question was the oversight with regard
to quality that your agency has and shares at least for
some plans with the Department of Health Services.

MR. BISHOP: Wedo share--thereisan
overlap. The Department of Health Services contractson
behalf of the M edi-Cal beneficiaries a plan that we
license and areresponsible for may have a lot bigger
enrollee base than the medical beneficiaries. So our
responsibility is broader to the extent that thereare
commercial enrollees. In most of these plansthereare,
and we would look at protecting all the enrollees of the
plan making sure the plan meets all the obligations of the
Knox-Keene Act where -- and | will let Kim Belshe' speak
for her regulations, but at least my under standing of it
isthat they're primarily looking to see that the Medi-Cal
regulations and statutes are complied with for the
protection of the M edi-Cal beneficiaries.

MR. ENTHOVEN: Mark Hiepler and then John.

MR. HIEPLER: Question to both Mr. Barnes
and Mr. Bishop.

| represent alot of patientswho are denied
carethey believe they're entitled to aswell as
physicians and groups on the business issues whether or
not they're reimbursed, and from our perspective, the
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patient perspective, they seetheir HM O isthe local

medical group, the local management company, that agrees
or disagreeswith their doctor's decisions and judgments.
And more and moreit seemsasif the HMOs are delegating
their duties and responsibilitiesto these IPAs as

Mr. Barnes spoke of. What existing oversight isthere,
other than through thetop of the HM O, to make surethey
have a contract in place with an | PA to actually regulate
who really isdoing the bulk of managed careright now the
| PAs, the medical groups. Isthereany angleright now
existing to really make surethat those IPAsare

fulfilling the responsibilities of the Knox-Keene Act to
make sure that finances aren't the first issue before

health care and rather the other way around?

MR. BISHOP: | guessthereisat least two
answerstothat. From our perspective we hold the plan,
the plan isour licensees and we hold the plan accountable
whether they choose to use contractorsor not they're
accountable for the performance and for complying with the
Act. And that wasillustrated | think best in the case of
Carla Christie (phonetic) which iswhere we find take care
of $500,000. Initially the decision was made at the group
level and the plan at least wanted to defend itself by
saying that's not us. But we hold the plan accountable
for the act, in compliance with the Act.

Secondly, ther e has been at some of these
groups and organizations have gotten bigger. We have
issued limited licenses to some of them and once they come
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under our license then they are subject to the provisions
of the Act and to enforcement by us.

Warren, isthere anything you would --

MR. BARNES: | might augment briefly that
you're quite correct that the action today from the
consumer perspective and certainly the consumer's
expectations are focused more on the medical group or IPA
than the health plan, and research may or may not show
that thereal critical variableisthefact that the
medical group and in specific the primary care physician,
assuming the plan uses a gatekeeper model asthe vast
majority do.

Commissioner Bishop said that the plansare
responsible. They'reresponsiblein two primarily ways.

First of all isto assurethat the medical group or |PA
hasthe fiscal and administrative capacity to do thejob
that the Department requiresthe plan contract or provider
contract between the plan and provider group to obligate
the provider group to do. Plan has complete oversight on
that side of it. Also as Commissioner Bishop indicated
complete oversight on quality of care defined broadly to
include everything that a consumer would need insofar as
meeting completely the requirement that medically
necessary services be provided when necessary not when the
plan would like to balance that out against other
considerations.

Although, again, the question showsthe
awar eness that balancing out medical necessity against
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other considerations more frequently now is happening at
the medical group or I PA level inasmuch asthe vast
majority of them are capitated at least for physician and
related services, the limited licenses that Commissioner
Bishop alluded to aretypically sought and provided once
demonstration of compliance hasoccurred. In asituation
where either a management company rather than the
medical group itself in fact is operating as a plan within
the definition of 1345 (f) or wherethe medical group or
I PA isresponsible not only for professional but for also
institutional servicesor viceversa. That iswherethe
action isand it'stheinterplay, the tension between
financial incentives of all types and the market moving
rapidly therefore financial incentives are evolving
rapidly. It'sthetension between the financial
incentives on the one hand and quality of care, the
Hippocratic Oath assuring that services are provided when
they're need and that they're medically appropriate enough
to the standard of care. That iswheretheaction is
today. It's much morefinely tuned, it's much more
complex now than it used to be. But in very genericterms
that's where the action has always been although
historically it's been much less action there.
MR.HIEPLER: You guyssitin avery unigue
position. Do you feel that there should be more direct
regulation, | guessfor lack of a better word, of the IPA
level or do you feel that you can control them
significantly by looking at the big player, the HM O, and
25
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having them work down?

MR. BARNES: With the promise of staffing
sufficient to bring usto what | would consider to be an
adequate level, thereis| think a very high likelihood.
| have the expectation and | believeit'srealistic that
under the existing regulatory scheme we will be ableto
providethat. That presupposes two invaluable sour ces of
current information that Commissioner Bishop alluded to
earlier and oneis consumer complaints.

The more we get the 800 number in the public
mind and the more we hear from consumersthe morewe're
abletoidentify wherethere are problems. And thevery
samething istrue of providers, even though the
Department has no authority to require proper resolution
of provider complaints. Nevertheless, it istruetothe
extent that providerscan beinduced to provide
information regarding a problem. We do get information in
plain manila envelopes. It sometimes helpsthe Department
becauseit helpsusto know whereto look.

The problem with that isfrequently
consumer s may lack the sophistication to definethe
problem to understand wherethey are, how they arose, and
what can be done with them. On the consumer side -- and
frequently the problem with that on the provider sideis
now that the providersare largely being incentivized to
have what some consumer advocates consider to be an
inherent conflict -- medical necessity on the hand ver ses
financial incentives not to provide care on the other
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hand. It isn't normal to expect physiciansor other
health care providerstorelateto that ethical dilemma by
corresponding with the regulator.

MR. ZATKIN: Now --

MR.ENTHOVEN: | havealist I'll you put on

thelist. We've got John Perez, Bruce Spurlock, Peter
Lee, Bernard Alpert, and Rodrigues-Triasand |'m seeing
therearetime horizonsso I'll put on thelist and we'll

cap thelist here, okay.

MR. PEREZ: | wanted to get back to Mr.
Hauck's questions. What deficiencies specifically did you
identify prior to requesting the augmentation?

MR. BISHOP: They were specifically
identified in the augmentation, but they ranged from
timely processing of the noticesin the June modification.
Under the statute, we're supposed to process those within
20 days and we weren't meeting that goal. It wasjust a
list of many of the thingslike that that the consumer
services unit -- one of the thingsthat I've been very
focused on in thelast year is speeding up the time of
response to consumer complaints and what we found isthat
we had, at least a year ago when | came on board, avery
large lack of medical consultants and we've increased in
thelast year within existing resour ces the number of
medical consultants by 700 per cent availableto the
Department. We need more both from -- thejust having the
number of consultants but also we haveto cover arange of
specialists. Wecan't have one doctor. We need
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MR. BISHOP: Seven to over 50.
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MR. BISHOP: Yeah.
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financial constraintsthat may be impeding some of that

progress?
MR. BISHOP: Wedon't have the augmentation
yet, so we have no -- people have been hearing about the

augmentation assuming that we actually have the money. We
don't have the money; the budget has not passed yet. When
it is passed, then we will get the money and we will have

to staff up accordingly. Soright now we're operating

under the budget that | got a year ago; we'll do that

until June 30th or until there's a new budget.

MR. PEREZ: But given the augmentation that
you expect, how close do you expect to be within ayears
time frame?

MR. BISHOP: Based on our performancethat's
what we think we need. And wedid a performance analysis
of all areasincluding the enforcement area and in our
budget augmentation request we requested a doubling of our
enfor cement council.

MR. ENTHOVEN: Thank you.
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Bruce.

DR. SPURLOCK: | want to go back to what
Mr. Zaremberg was addressing earlier on when he talked
about financial influence on the decision-making
process --

THE REPORTER: Excuse me, could you slow
down alittle, please.

DR. SPURLOCK: Okay. Weall understand the
complexity of the physician compensation issue and how
difficult that is. I'm curiouswhat activities and what
methods -- I'll get that out one of these times -- that
you used to deal with that issue of undue financial
pressureon the decision maker and in thisworld of
outcome what kind of outcome can be measured? We know
HICFA isnow asking medical groupsto display their
compensation and bonus processes. Isthat thetype of
thing that you do or how do you look at that and what are
the outcomes of those ethics?

MR. BISHOP: Oneof thefrustrationsfor me
and the whole managed carefield isthere'ssort of a
historical amnesia that the debate seemsto start with the
advent of managed care and looks at everything asif there
was no history. And | think the history isthat there
have always have been conflict of interestsinherent with
physicians. There were different conflicts of interests
but they existed and they existed under the old fee for
service because thereit wasclearly an incentive or
potential incentive for the physician; the more he did the
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more he billed. And there was also financial incentives
related to referralsto medical clinics and drug labs and
thingslikethat that led to federal legislation with very
severe criminal sanctions. Pete Stark (phonetic) authored
that and there was quite a backlash about those
incentives.

So we're not operating in an environment in
which therewon't be incentives. Every system will have
economic incentive, and | think that'simportant to
remember aswelook at thisit'snot just to look at
managed careregulationsin isolation asif there wasno
history. | don't know that there'sa system that won't
put the professional and everybody in the system, you
know, totally free of economic incentives.

Wedo -- there are specific provisionsin
the Knox-K eene Act that prohibit, you know, payments for
denying care, and | can let Warren get into the specifics
of those if we can talk about that.

MR. BARNES:. Thefailureto provide
medically necessary care, aswe all know, is prohibited on
the part of a plan and consequently on the part of the
contracting providers. | think the Department is acutely
awar e of the need for finetuning in the tension between
fiscal incentives and quality of care and measurement of
qguality of care and we're doing thisin part through
upgrading the caliber of the people who are doing our
work.

For example, we now have a doctor of nursing
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who isthe person primarily responsible for handling

mer chant complaints who has a greater ability to spot and
deal with those issues than would, for example, a regular
R.N. By contrast, at the same time incentivesare very
rapidly evolving. Today'sincentives may or may not be
tomorrow'sincentives. It'salmost that rapid.

One of the geniuses of AB 138 when it was
enacted in 1975 wasto provide, for the most part, general
regulatory provisionsthat afforded theregulator a great
deal of flexibility to enable plansto keep up with the
marketplace but at the same time provide necessary
consumer protections, and the action now iswith financial
incentives and quality of care, measurement of quality
car. Oneissue, obvioudly, isa sense the vast majority
of providersare now capitated the amount of capitation
payments. All provider compensation by law under the
Knox-K eene Act capitation or otherwiseincentives or not
isall confidential. | have seen some eyebrowsraised on
the staff level of some of the capitation payment.
Services haveto be provided. Providershaveto be
compensated. It'svery difficult; it takesthe wisdom of
Job to regulate that situation the way which doesn't
impede legitimate business at the same time which allows
providersto receive what they need to receive so that
consumers can receive what they need to receive.

DR. SPURLOCK: Soyou seeall the capitation
contracts, do you, isthat what you stated?

MR. BARNES. We see all compensation
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arrangements with physicians who contract with plansor
medical groupsor | PA who contract with the plans. We may
or may not seethe financial arrangementsthat a

particular medical group or IPA haswith a particular
physician member of that group or |PA.

MR. ENTHOVEN: Let mebuttin for a minute.
Thisisan excellent discussion and | hateto curtail it
but | also am concerned about the clock so | would like to
see if we can move through the othersvery quickly. There
arevery interesting points.

Peter.

MR. LEE: Two questions. Oneis| want to
come back to Jeanne's question, the question about the
audits, but | understand the different functions of the
DHS and DOC, the question was specifically in terms of
having multiple similar functions happening like medical
audits. | would liketo know what the Department's doing
currently in terms of streamlining auditing of health
plans, medical groups between not DHS but also private
sector, that's one.

The other question is specifically related
to complaint data, are you currently collecting or
tracking complaint data by medical groups and to your
knowledge isthat one of the major things we need to be
looking at isthose frontline providers. Because | know
it'snot reflected in thereport here, the new report, but
areyou collecting and analyzing data by provider group?

MR. BARNES: Intermsof in coordination
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with DHS and others on quality assurance, the private
organizationslike Nick (phonetic) that are reviewing for
qguality, we take that into consideration. But our reviews
arein many waysdifferent and | think in some ways at
least certainly preferable from the consumer perspective
we go to provider offices; wereview consumer charts. We
look in those areas where our experience tells our
professionalsthere are most likely to be problems, but we
take all of that into consideration. We obviously

contract with highly qualified professionalsto conduct
all of our surveyseither on an out-source basis, asisin
the case with full service, or to augment our full-time
staff with regard to other plans.

The evolution of a corporation with DHS has
occurred over aperiod of years. DHStendsto track the
service, the servicesthat arereceived for thedollars
that are paid as a generalization, and the Department of
Corporations has more of a systemswide audit based on
assuring compliance with the system to primarily the
Knox-Keene Act but at the sametime, as| indicated,
delving into where problems may be found. Over a period
year s we've done some things with DHS, they have done some
thingsfor us, we've done some things for them; sometimes
we've gone out together. Sometimes plans have squealed,
there aretoo many people, get the hell -- I'm sorry, get
out of here, there weretoo many of you. And sometimeswe
adopt their report. But in general my perception isthat
the current relationship with DHSis quite cordial. It's
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impossible to cooperate with anyonein a basisthat is
fully satisfactory to everyonein theindustry.

MR. LEE: Next question on medical groups
and complaint data.

THE REPORTER: Excuse me, my machine has
been blinking at me for an hour, I'm going to run out on
my battery. Can we take five minutes, please.

MR. ENTHOVEN: Sure. Five minutereporter
break.

(Recess.)

MR. ENTHOVEN: The next question will be
asked by Dr. Helen Rodrigues-Trias.

MR. LEE: | object, your Honor.

MR. ENTHOVEN: Oh, sorry.

MR. LEE: | had afollow-up question that
was about to be respond to.

MR.ENTHOVEN: Excuseme, |'m sorry.

MR. LEE: You still get to go next, | was
not objecting to your perspective.

(Whereupon numerous council members spoke at
once.)

MR. BARNES: The chairman hasbeen inducing
meto be brief.

The Department isvery cognizant of which
medical groups and which physicians account for
complaints, but the answer to your question isno we do
not compilethat data. That -- compiling thedatain a
formal way we do not do, but we are aware of it with our

34

BARNEY, UNGERMANN & ASSOCIATES 818 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

complaint process, and we ar e cognizant of it and we
combine the complaint process merge it into some extent
the medical survey process to accommodate those kinds of
issues. Actually collecting the data in a formal way and

a statistical way is an example of scores of things that

the Department would like to be able to do which it hasn't
had the resour ces historically to do.

MR. LEE: Which you would be able to do with
your augmentation?

MR. BARNES: | would anticipatethat this
would be among those things we would be able to do, but
please bear in mind it would be confidential infor mation.
It would not be anything we would bein a position to
publish under current law.

MR. ENTHOVEN: Helen.

DR. RODRIGUES-TRIAS. Wereceived some
information on the medical managed car e quality initiative
which | understand you're a part of the group that's
working on that, and | wandered if you could comment on
what implications this may have in terms of the cost of
doing the quality insurance vis-a-visin order for the
system from getting -- but also into moving into more
outcomestype evaluation.

MR. BISHOP: Intermsof quality carel
think you raised a very good point which isat least the
way | think we should -- the debate has been processes
outcome. Theway | seeit isquality care should be a
function of both the procedures and the cost and in a
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very -- | also think it should not be a static measure
with where you take a snapshot at one point in time. A
person'slifeislike a movie, it continues. You just
don't have a procedure and that's the end of everything.
| think we should ultimately be looking at a definition of
quality of carethat isa function of the changein health
status which isthe changein cost, the expenditures, and
that isaview that | would encourage the Task Forceto
put back in the cost element of thisfunction. And it's
actually, you know, in the -- when | was talking about the
intent of the act they wer e talking about assuring the
best possible health care at the lowest possible cost and
| think that captureswhat | think isreally important.
MR. ENTHOVEN: Brief comment by Dr. Alpert.
DR. ALPERT: | want tothank Mr. Bishop and
Mr. Barnesfor clarifying for thefirst timefor mewhere
theroot of the entire problem isthat we've been
grappling here, i.e.,, theincentives, the quality, the
cost and so forth. | didn't realizetheroot wasright in
this act codified.
Y ou started by quoting, picking four points
and then elaborated, | think it wasfour others, and the
oneyou just talked about, again, is helping to assure the
best possible health care cost for public at the lowest
possible cost by transferring financial risk from patients
to providersas opposed to the next point which says an
oversight on quality of care, care must be given by
qualified medical providers unhindered by fiscal concerns.
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Those areincompatible statements both
contained in the Act, and to me codify the root of our
entire problem and perhaps we should point that out in a
summary aswe begin to say wherever we are going to go.

MR. BISHOP: | would say again | think those
are both very important that'swhy | mentioned them. One
istheintent of thelegislature; the other isthe actual
legal standardsthe plans have to meet.

| don't think any system will ever befree
of economic incentives on providersor the plansor any
other participant on the health care delivery system.
There were will beincentives. The assumption with regard
to the discussion thismorning isthere's an incentive to
providelesscare. Thereareargumentsthat thereare
incentives to provide preventive care and minimize cost to
the plan by reducing the -- by forestalling big plan cost
by low cost preventive measur es.

So although the discussion has been sort of
this morning that there's always the incentive to provide
less, there may actually be incentives within this system
to provide preventive and other care which lowersthe cost
of health carefor theclients.

MR. ENTHOVEN: It'sagood question we need
to discussmore. On theface of it there's quite a bit,
so thank you for raising it, but let's be sure to revisit
that.

MR.HARTSHORN: | wanted to respond and we
can perhaps go up another level becausethe HM O Act, the
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federal act in 1975 has-- | don't think it's exactly the
same but that started the process for lots of statesto

start changing their regulatory processfor HMOs. So we
haveto look at also -- | mean not that it's our
responsibility but to start at a federal level aswell.

MR.ZAREMBERG: 1 think it'simportant. |
think we should discussthisfurther and | appreciate what
Dr. Alpert said, but | think there'sanother way of
looking at it rather than saying they'reinconsistent and
oneisa statement and oneisa qualification of that
statement and oneisagoal and it's qualified. How you
do it and ensurethat you don't inhibit your ability to
medical decisionsor areinhibited by financial incentives
or in making sure more people have health carel don't
think isinconsistent with that qualification. So | think
it'sworthy of further discussion but | think it's
important to point that out that it may be apparently
inconsistent but I'm not convinced it is.

MR. ENTHOVEN: Weéll, and we haveto
recognize the inevitability of cost containment, that is
we can't go up to 20 or 30 percent of the GNP spent on
health care. So somewhere, somehow people are going to
have to make value for money tradeoffs, and it can be a
real problem as our society comesto termswith that and
recognizesit.

| think we're going to have to stop now and
move to the next. Thank you very much.

MS. SINGH: Steve Zatkin --
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MR. ZATKIN: | told Allan my question
already and it had been asked by Bruce on financial.

MR. ENTHOVEN: Now we'regoingto have Ellen
Severoni isgoing to lead the discussion on consumer
information and involvement. Sheisthe executive
director of California Health Decisions and then she'll be
followed by M s. Jeanne Finberg from the Consumers Union
who will comment on that and put forward some of her ideas
on consumer involvement and infor mation.

We'll start with Ellen up here.

MS. SEVERONI: We'regoingto beusing
slides so they'll be projecting right up herefor you.
|'ve heard enough jabs about the fact that these
definitely look like they're from Southern California.

Spain isthe name of the program on the computer so that's
why.

Anyway, thank you very much. I'm goingto
move as quickly as| can through three different points
that all evolve around in involving the public around
health care choices. Each of you has a packet at your
place that has copies of these slides which will allow me
to move through more quickly because | know you'll be able
to look back and reflect at a later point.

I'm going to very briefly give you a bit of
sense about California Health Decisions and our work
involving the public and some of the starting points for
the public when we talk about health care. Then | am
going to talk briefly about the M edi-Cal member advisory
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committee that CHD organized for the CalOPTIMA program in

Orange, and at that point | will introduce a guest that we
have, Estella Martinez, from the CalOPTIMA program in
Orange. Sheisthe staff person responsible for the work
of that committee. It has been two yearssincel have
been there, so she can tell ushow this

consumer -involvement model isworking.

And then thirdly, I will be discussing what
are called consumer feedback loops which are very recent
projectsthat CHD has created with the help of several
health plans, large medical groups and large employersin
this state that bring enrollees directly to the tablein
determining how the system will recreate itself and
improveitself.

So we have been around since 1985 and our
mission has never changed. We are committed to educating
and involving the public in issuesrelevant to individual
and societal health choices; to assure that community
values are incorporated into health policy.

Since our beginnings over 80,000
Californians have participated in our activities and
programs. Most of those people have sat in town hall
meetings, like the one we ar e sitting in today, as a way
of participating in small group meetingsaswell asin
focus group resear ch.

| would like to say within thefirst ten
years of our existence, we would point out that thereare
five areas that we consistently find that expertslike
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your selves and the public perceive in very different ways;
first would be cost. Most ordinary peoplethink about
what they spend out of pocket, so every time an article
appearstalking about how cost of health care
has gone down as a result of managed care, most people are
thinking about the fact they're paying more now in
co-pays, being asked to make mor e tradeoffs. Sowe don't
start the same place.

In terms of coverage, peoplereally don't
clearly understand who isand who is not covered and we
all know that how we do that in our society doesdrivethe
costs of care.

In the next area waste, fraud, and abuse.
The public thinksthisisthe cause of rising cost and why
they're being asked to make more difficult tradeoffs.
Just thinking last week, what wer e headlines, 23 billion
dollarsin inappropriate paymentsin the Medicar e program.
For whatever reason these areissues that continueto
plague us.

The next two areas both technology and
aging. Those are areaswherethere'svery little
understanding at all in terms of how technology, for
instance, drivesthe cost of care and the aggr egate.
People see that more clearly, more duplication part of the
greed issue. Most peopletell me Ellen it's Economics
101. | bought a VCR 15 yearsago it cost well over
$1,000. Buy onetoday it's several hundred dollars.
Technology makes things cheaper.
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In terms of aging, this does not seem to be
lost on people but in our experience at CHD resisted.
People who have self-selected, and most of them have, come
out to our meetingsare 45 or older and it'svery
difficult to get them to think about their parentsand
otherswho arelooking at having maybe more limited
choices and thinking about needing the tradeoff; that's
just a starting point.

We've found you can either throw your arms
up and say there'sno way to close those gaps with
education, or you can change the way you hold
conver sations with the public to be focused in on values.
And over theyears of our work we have found that these
seven values, and | have mentioned them in previous
meetings, are used over and over again by the public when
they think about and talk about health care choices and
making tradeoffs. And | would suggest that these arethe
kinds of values that most of our organizations pose as
important to us when we think about how we are going to
provide serviceto the public. Sol think there'squitea
large common ground here.

Valuesdrive decisionsand I'm going to
focustoday mostly on thefirst folic and last folic.
First in termsof defining quality, which is something |
believe the experts and the public must do together if in
the coming decades we ar e going to be able to agree upon
what quality isand have consumer s be ableto usethat as
atool to move from provider to provider and from plan to
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plan, and | think maybe we better, instead of having
someone coming from the foundation for accountability back
to talk with usabout thework they're doing in putting
qguality information into the hands of consumers.

Certainly in choosing a plan or a physician
values areimportant in deciding on treatment options,
considering end-of-life choices. Just asan aside we've
done wor kshops for 50,000 people herein California on how
to complete advanced directives. In an evaluation we
found that two-thirds of the people who come to our
wor kshops go on to complete advanced directives. It's
very a high record, and again we use values as opposed to
talking about treatment options.

And then on valuesto evaluate health
reform, and that's going to move meto the very first
consumer involvement model that | would liketo talk with
you about.

One of CHD's concerns was that mostly white
women 45 or older and with middle or upper-middleincomes
was most of those 80,000 people wer e coming out to our
programs. We decided in 1993, when it became clear that
the Department of Health Services and the State of
California was going to be moving more M edicaid members
into managed care, CHD decided we wer e going to go out and
talk to Medi-Cal members. And especially with our offices
therein Orange, it wasimportant Orange County was going
to develop a county organized health system for just under
300,000 members.
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Our goal wasto develop a replicable model
by which the M edi-Cal members, the beneficiaries values
and needs could beincorporated through their direct
participation into all phases of local organized M edicaid
manage car e systems. Forgiveme, | do thisslideon a
national, these programs nationally so | switch back and
forth between Medicaid and M edi-Cal slides often.

Now when | showed you those set -- that set
of values, you have in your packets an executive summary
of some focus group research we did in 1993 with M edi-Cal
beneficiaries. | would like to encourage you to either
visit our web site to download this 50-page document of
that research or certainly contact CHD and we'll mail you
thefull report, which | havein my hands here. But just
to give you a sense that when we moved to working more
closely with M edicaid population, what we found is people
use the same values, it doesn't matter who your insurance
plan is, you're use the same values to make decisions but
theprioritiesare different. And thispopulation focused
much more on theissues of being treated fairly and with
dignity and respect. The cross section looking much more
at affordablity and personal responsibility with both
groups very concerned about quality and accountability.

When | usethe word accountability, just to
generalize, we're talking about where people are able
within the system to find that person, that body who can
help them either navigate their way through or resolve a
problem. Sothe difference between person and
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responsibility and accountability isthe accountability
valueisvery clearly related to systems.

| was a member of the board of supervisors
task force on health care and when the county decided it
was going to set up a county organized health system for
our 300,000 beneficiaries, | was fortunate enough to have
the board appoint meto chair a member advisory committee.
They asked Dr. Camerman (phonetic), the president of the
M edical Association, to chair the provider advisory
committee and the county health care agency served asthe
government body that help spearhead the move.

|'ve come back to this point many, many
times. The member advisory committee existed before
CalOPTIMA, beforethe board of directors, before the CEO
existed. And that had alot to do with how integrated
this member advisory committeeis. We used the resear ch
that | have discussed briefly to ground the member
advisory committeein its policies and practices. Sowe
used the beneficiary'sresear ch.

| have never been on the Medicaid program so
feeling that | could chair a committee like this would
have been very difficult if we hadn't talked specifically
with beneficiaries. Although I will sharewith you that |
have two sisters on the East Coast who have both used this
program to provide health care for them and their
families.

The member advisory committee worked very
formally with the provider committee in designing the
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implementation of CalOPTIM Asmission, structure, and
goals, and many of those documents ar e available to the
Task Forcein formally looking at the CalOPTIMA program
therein Orange. That meant we were even participating in
deciding the number of board membersfor CalOPTIMA and
wher e those board memberswould come from. So it wasa
wonder ful day when that board was together and it adopted
our admission which wasto ensure that member s values and
needs ar e integrated into the design, implementation,
operation, and evaluation of CalOPTIMA.

| still think in my experience, and | have
been a nurse since 1971, that thismission statement is
revolutionary in many ways. | think while we have some
intent to involve membersto clearly makeit part of the
mission of the organization and even the operation of
evaluation, it's not something that | seein most
or ganizations.

The board adopted our goals, which wereto
communicate and advocate for members' needs, and the
structure of thiscommittee answersdirectly to the board
of directorsof CalOPTIMA. Thiscommitteeisnot placed
in a member services department or somewhere far away from
the power structure. It servesdirectly under the board
of directorsand answersto the CEO, the CEO attends
almost every monthly meeting. This committee serves as

resourceto the board and to the staff. Itsgoal isto

reflect community diversity and to communicate CalOPTIMAS

rolein creating a healthier community.
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When we organized this committee it was very
important to member s of the CalOPTIMA member advisory
committee that some day this organization not only serve
Medi-Cal patients, but it also servetheindigent in
Orange County, and | know since |'ve left that's been more
of a focus of the or ganization.

As| say just to give you some examples and
evaluation if you look at the mission and goals you will
seethevery valuesthat areidentified in thisresearch
incor por ated clearly into the mission and goals. Our
organization participated in the recruitment of the CEO
and setting the marketing guidelinesin all of the member
orientation information, even though at timesit meant
slowing down bureaucracy because materials wer e created to
go out to the beneficiaries and once our committee got at
it they required many, many, many changes. But we found
that even though all of our work slowed things down, in
the end most things were much, much improved. Wewere
even involved in helping to design the provider
contracting structure aswell aslooking at and
participating in continuous quality improvement actives.

My hopeis, asthe system isonly up since
October of '95, that as we move forward we will be ableto
see that we wer e able to decrease the costs of care from
M edi-Cal beneficiariesin Orange County; that we're able
to improve quality of careto provide more choices and to
improve access.

Certainly I know, having lived in Orange
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since 1979, that there are definitely mor e choices of
those 300,000 beneficiaries. Before CalOPTIMA only 50
percent at any given time of those people had accessto
needed medical care. | remember sitting in rooms with ten
or mor e pregnant women who wer e dialing for doctors,
looking for physicians who would serve this population.
So even though we had the card people didn't have access.

And then finally beforel move on to this
next consumer feedback loop, | did want to say that one of
the thingsthat the chairman asked meto doisto think
about, oh, incentives, regulation, and the kinds of things
that this Task Forceislooking at. And | did want to say
that one of the things that made thiswork isthat the
James |rvine Foundation provided a grant to California
Health Physicians so | could volunteer my timein creating
and working on this member advisory committee, that |
could hire staff. And | think aswe arelooking at the
other Medi-Cal systemsthroughout the state wereally have
to consider that thiswasa very labor intensive process,
the amount of reorganizing that went here, and | think
looking for putting some dollarsinto thiswhether private
or publicisvery important.

Estella Martinez ishereand before | move
onto this next section | thought if you have some
questions for Estella about this particular program |
would stop here before | move on to the consumer feedback
group.

Alain, would you like meto do that or do
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you want to barrel through and put the lights back on and
have questions for everyone.

MR. ENTHOVEN: I'm worried about the time
element. | wish we had moretime.

MS. SEVERONI: Okay. So barrel through.

So | will come on down. Let mego back here
and say -- all right.

Now we ar e talking about the consumer
feedback loop. Thisisa model for improving health care
qguality that involves patients, providers, purchasers, and
health plansin a consumer driven process of research,
solutions, change, and evaluation. Thisiswhat it looks
like. You will seethisfigureasit goesthrough again
and again. | think you'll note with me that the missing
link to this point has always been putting the employee
and the patient, | think, at the same table with the other
decision makersaswe'relooking at system changes.

And we'll move very quickly to say in each
of these projects, that I'll just barely highlight, each
project requiresthat ateam be organized, that a mission
vision guiding principals and goals be agreed upon and
resour ces be committed.

Therearefour stepsin each one of these
projects. Thefirst oneinvolvesresearch with both
enrolleesaswell asproviders. The second step isonce
we get that infor mation gathered, we design solutionswith
the full team. Wethen implement changes, and the fourth
step isto measur e and evaluate.
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Thevery first project that was done, these

have only been begun as of the last couple of years, was
with the St. Joseph Health System was the employer, the
Orange Coast Managed Care Services, the Physicians or
Medical Group, the St. Joseph Health System, the employer,
sorry, the employees and Pacific Health Care Plan. This
wasthevery first project the CEO of the health system
came up and said our enrollees are unhappy in managed
care, can you take those set values and create an
evaluation tool. | said | would be happy to do that but
only if he agreed to bring the health plan and the
provider group to thetableto correct or improvethose
concernsthat the enrollees had because the last thing we
need isanother market research firm these daystelling us
mor e about what'swrong. He agreed to do that; the team
cameto thetable.

Therewerethree key areasthat bothered the
enrollees: One, they don't really understand the use of
the E.R. and are very unhappy with that; secondly, they
don't think they get the information they need to choose a
primary care physician, they get lots of picturesthey
don't really get the information that's helpful to them;
thirdly, very dissatisfied with thereferral process.
Thisteam decided they wanted to focus on their referral
process; they redesigned that process. You got
information about that in your packet if you want to look
at some of the specifics, and as part of that we created
just avery simpletool for all physiciansto usein those
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offices on patientsthat need to bereferred, which isit
simply tells patients and doctors what are the next steps,
whose responsibility iswhat, helps them more easily
through the system.

Now what happened around that time -- and
I've got two gentlemen heretoday who will be happy to
answer your guestions and expand a little bit on this
model, Bo Carter from the Integrated Health Care

Association, which is an association of managed care
organizations health systems, health plans and employers,
came down to visit me and was very interested in that
feedback loop and wanted to know whether or not we were
interested in replicating it. He came back, met with

several members of the board of directors, some of them
being people from Chevron, Health Net, and Hill
Physicians, and this set of people decided they wanted to
recreate this project.

Today we have with usthe president or,
excuse me, the executive director of Hill Physicians
Medical Group; | think you'll want to ask him some
guestionsregarding their involvement.

The purpose wasto identify and respond to
employee concerns about health care services, to involve
those enrollees along with representatives from all of the
organizations at a project planning table from the
beginning to identify those issues, and those issues
turned out, again no surprise, to be an accessreferrals
claims and billing; and to develop process improvements,
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four of them, to be exact, and herethey are.

Thisteam is broken down into several teams
that arelooking at, (a) redefining financial criteria for
pass through proceduresin thisorganization. Thishasto
do with the authorization process, people are still having
difficulty and consumer s do not separate thereferral and
the authorization process. It isall one big nightmare
for most people aswe make our way through these systems
and regardless of how hard the systemsaretryingthey're
just still not here.

Second marker isto improve physician staff
patient communicationswith regard to thisreferralsand
authorizations. Thethird wasto enhance communications
between the health plan and the employer to the enrollees
with regard to authorizations. And finally to entirely
remove the enrollee from claims and billing issues as soon
asthey'reidentified.

Thisisone processin the improvement that
happened immediately. We'rein third phase where you can
see some of these things ar e going to take months of work
but both the health plan, which isHealth Net here, and
Health Physicians agreed immediately to -- when an
enrollee callswith a billing problem, to keep that
enrollee on the phone until one or both of those
intuitions can resolve that. Soit will be very
interesting to see how what that will mean to a
satisfaction.

Theindustry is getting pretty excited here
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because now we've got another one of these loopsthistime
with CalPERS, Health Net, and four provider groups. And |
just want to show you thisis a state-wide affair because
again the four provider groups are once again Hill
Physicians M edical Group, and we have someone here, Steve
M cDermott, Alta Bates (phonetic), Medpartners, and Scripps
(phonetic). Sothisisnow a state-wide project.

Theinterest here, again as| movevery
quickly, isto stay focused, stay focused on that referral
and authorization process and to look now for best
practices. Thisisthefirst timein a project of this
nature that four competing provider groups are coming to
the table partnering with a health plan and major
purchaser all to focusin on enrollee driven concerns.
The Medical Quality Commission hasjoined usin this
effort -- they are an accreditation and education
organization -- their interest isin helping to spread and
develop the best practices and help us move those acr oss
all or asmany medical groups as possiblein the state.

Finally, and because we're again talking
about Medi-Cal managed care, | think 1'm most proud of the
fact that we've got two health plansthat have agreed to
cometothetablein creating one of these projects, the
Alameda Alliance for Health and Blue Cross of California,
two competing plansthistime agreeing to cometo the
tablewith M edi-Cal beneficiariesin Alameda County. Five
physician representatives, two hospitals, and the
Department of Health Services all focused in again on
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beginning with enrollee concerns starting from that point
and building asateam. I'll just show you about what
thisteam looks like when we put all these partnersdown.

Working as a team to evaluate this system,
the focus, of course, in enrollment right now iswith aid
to families with dependent children. We'll be starting
actually at the end of this month with our enrollee and
physician focus group, and we're looking at addressing the
entire process. In other words, we're not focusing only
on referral and authorization, the beneficiaries will tell
uswhat they're most concer ned about and then the teams
will work together to move forward.

Again, back to incentives. Let mesay on
thisMedi-Cal project thisisentirely grant funded.
Those arethethree organizations up therethat are
providing the dollarsto doit. Right now our budget is
working around $350,000 over two yearsto do thiswork.

On the other projectsthere'sa mixture of
pain. On the Chevron project, Dole (phonetic) Physicians,
and Health Net are sharing payment for that project. On
the CalPERS project CalPERS and Health Net are paying. So
| think we may -- if you think these are worth while
effortsyou may want to again think a little about the
packets.

I'm going to put the lightsup again. I'm
going to say that we'revery early on in thiswork. As
you can tell there'sbeen atremendousresponse from the
industry just in thispast year. | mean we've literally
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just finished the first model and already have three
replications with some requests for more.

Now that thelightsareon | would liketo
introduce my colleagues just again to you. Estella
Martinez from CalOPTIMA Program in Orange. Steve
M cDer mott, the executive director of Hill Physicians; and
Bo Carter from the Integrated Health Care Association,
executive director. Just a quick reminder that isthe
association that brought usup toitsboard of directors
and said what do you think about thisand has essentially
helped us get the other projects going, open it up.

| hope | did that quickly.

MR. ENTHOVEN: That'sterrific, that was
extremely interesting. | can see many excellent elements
in thereincluding it's continuous quality improvement and
how that tiesin sort of model which isvery valuable.

And also it gets peopleinvolved in resolving the system
design issues at thelocal level, which isthe best place
for it to happen. So | think thisiswonderful.

I'm being brutally oppressed by the clock.

So before we go into questions with your panel, | would
liketo call on Jeanne Finberg and then we'll have a
guestion and answer general discussion.

MS. FINBERG: Hi, I'm Jeanne Finberg, | work
for Consumers Union, which isthe nonprofit publisher for
Consumer Reports magazine. |'m passing around some things
which there's plenty of copiesthat will be available for
the public too which I'll distribute when I'm done.
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Consumers Union has been testing products
and informing consumersfor its 60 year history, and since
the very beginning of the organization we have been
interested in transmitting infor mation about health. Our
very first issue was on milk and on health hazards with
milk.

| work at the West Coast regional office,
which isbased in San Francisco, and it's an advocacy
office so we perform the protect function to advocate
inform and protect consumer s about issues and, of cour se,
the organization has been involved in health reform issues
for many, many years, 30 years, and the West Coast office
has focused on managed careissuesin particular asthe
market has switched so rapidly to managed carein
California.

In termsof consumer -- and |'m going to
talk about two things, but I'll be very brief, and the
reason |'m passing so much paper isfor you to take home
so you can read it later. Interms of consumer
involvement, we consumers herein the West Coast office of
Consumers Union isinvolved in a project right now
involving the M edi-Cal managed care program in California,
the two plan model which isin existencein the twelve
counties. We areworking with the consumer
representatives which -- who are supposed to sit on
advisory boards or committees of both local initiatives,
the county run system, and the mainstream plan, and also
consumer advocatesthat are working with M edi-Cal
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beneficiaries organizing, educating, and training those
people.

Just to give you one idea of some of the
challenges of a project like thiswith regard to the
consumer representatives, we've had a lot of trouble
getting a complete list of who the representatives are and
some of it isthat not all of the plans have appointed or
found their consumer representatives yet and so we thought
therewas areluctance on the part of some of the local
initiatives or the mainstream plansto tell usthat they
didn't have any. But now |'ve gotten an official formal
response from two local initiativesin Riverside and San
Bernardino telling usthat they have consumersreps, but
they won't tell usthe name because it's a violation
of confidentiality. | got the same response from Blue
Cross, one of the mainstream plans. | think we can work
through it; I think they're wrong that the representatives
should be known to the other Medi-Cal beneficiaries, but
it just givesyou a flavor of how difficult it isto work
to organize consumer representatives.

| want to focus mainly on consumer
information and some of the struggles that we have at
Consumer's Union and Consumer Report in obtaining the
information we think we need to adequately judge and
communicate with health plans, health providers, and to
communicate that infor mation to consumers.

| passed around the two Consumer Reports
articlesthat we published last year on HM Os. Thefirst
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one" How Good IsYour Health Plan." You guys have
reprints so you don't have the nice color, but if you buy
the magazine you can have the color, and then the -- or go
tothelibrary, which most people do when they buy a car,
apparently. And then the second -- the first was August,
the second was in October, and the second issue deals more
with some of the financial issues about trends and what's
happening with managed care.

We get requests everyday for more
information about health plans and about making choices,
and we would very much like to issue annual report cards
or more detailed information about health plansand we're
struggling to try to fulfill that need but we can't do it.
Wedon't have the information that we need that can
reliably be used to measure the quality of care and to
comparethe plans, and we'refinding that it'svery, very
difficult to obtain.

In our surveys, and that'sreported in the
August issue, we used our annual survey, which we survey
our members, which isa good tool but obviously our
subscribers of Consumer Reportsare not reflective of the
general population, it tendsto be a more wealthier, more
educated and not very diver se population.

And secondly, we use the HEDI S measur es,
which we got from the plansvoluntarily. Some plans
actually refused to give usthe data, and they wer e, of
cour se, under no obligation to do that. But most of them
did, but just thelarger plansparticipated in the
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national basis and we found -- | just wanted to mention
although HEDI S is becoming rapidly recognized asthe major
sour ce of information and important developing instrument
for measuring quality, there are some pretty serious
l[imitations on the HEDI S data.

First of all, asa process measurethat is
available now it doesn't measure quality. If welook at
the plans and see which plan gives more mammography
screensto its members, it isn't necessarily the basis of
choosing a health plan. If | were choosing a health plan
| would ask for the mammography screen as opposed to
waiting to get a postcard for it. Sol wouldn't think of
that asareliableindicator for choosing a health plan.
It would be different if they were denying the screen and
that goesto utilization, which I'll mention in a minute.

Also the plans areinconsistent in the way
that they measurethe data and there are inadequate data
collection systems making it insufficient infor mation to
judge how well the plan servestheir members. It'salso
very expensive. First it was $100,000 cost to
participate, so the very small plansdon't do that, but
beyond the cost to participateisreally the cost of
collection and that's where thereal financial burdensare
for the plans and why we need mor e unifor mity. | think
it'sin hundreds of millions of dollars U.S. health care
total; it coststhem 300 million to put those computer
systemsin place.

HEDISisnow collecting utilization data so
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we know how many procedures per one thousand enrolleesare
being done on gallbladder surgery or prostate removal,
coronary bypass, but these are not risk adjusted numbers.
And soit'sinformation but it isvery difficult to use as
a measur e between the plans.

Additionally, we don't have the benchmarks
for what'sgood. Even if it wererisk adjusted, it'svery
difficult at this point to deter mine because of the
state-of-the-art how many per athousand gallbladder
removalsisappropriate for thispopulation. Sowe're
very behind on the state-of-the-art. Theenrollee survey
can measur e some of the issuesthat areimportant to
consumer sthat we call the service issues, the waiting
times, response to grievances. We can also ask consumers
if they get the carethat they need, but wefind thereis
a gap between what consumerswant or think that they need
and what they actually might need or might want to know if
it were availableto them. Now we're finding most of the
surveys are showing that consumers are choosing plans
based on cost, primarily based on cost, but it isthe only
reliable indicator that we're giving them. Sol don't
think we can conclude that that'stheissue of primary
interest to consumers.

Theplansarevery reluctant to reveal
utilization data. Our reportershave found it virtually
impossible to get that level of information that they
need. Theindustry isvery cautious about revealing
information that they consider proprietary or atrade
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secret. It'snot ajust general private commercial issue.
The health care HM O industry seemsto vary from some of
the other industriesthat we have surveyed and evaluated.
And a notable example for that would be the long-term care
industry which Consumer Reports hasn't been particularly
kind to but we found it easier to get the type of
information that we could use to measure quality.
We think information regarding utilization service and
specific disease management are the three areas that would
be essential for usto be ableto report on plansthe way
we believe it's necessary.

| mentioned the utilization problems.
Specific disease management, ther e has been some progress
in this area, some plans have some particular programs
wher e they're showing good results. They arereluctant to
divulge alot of thisinformation because of selection
issues. If a plan showsthat they'rethe best plan for
treating H1V, then they will have the sickest most costly
patientsor similarly for diabetes, etc. So we need to
figure out a way to avoid that problem and to get that
valuable infor mation for consumersthat have a particular
condition.

With serviceissues enrollee surveys, we
have not perfected theart there. We found that our data
doesn't really match with NCQA's data on enrollee survey
and that other report card data is extremely variable on
some of those consumer satisfaction issues. And so that
concernsusas an indication that we haven't appropriately
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developed the measure. There are some major survey
enrollee survey efforts ongoing but in addition to NCQA
the HICFA, the Health Care Financing Administration, is
going to do a big enrollee survey with the federal law and
we believe that there should be more consumer involvement
in development of those enrollee surveys so they can be a
better measure of what we'retrying to judge.

A missing piece in consumer information,
which was mentioned a couple of times earlier today, is
development of information at the medical group and
additionally at the physician or primary care provider
level. The medical groups mostly, except notably for
Kaiser plans, contract with medical groupsto provide
their care. And in Californiathere arealmost three
dozen medical groups but there'sonly about a half dozen
or four or five medical groupsthat all have the big plans
views. And if we are-- if many, many important decisions
are delegated to the medical group, and if weare
measuring quality and we are comparing the health plans
that are using the same medical groups, what really are we
communicating to consumers? | think we need to breakdown
these issues and factorsto identify that.

In thethird piece of paper that | passed,
that I'm sorry you all have to take homewith you, isa
short paper that | put together at therequest of a
foundation about some of theissues around primary care.
And some of the paper isnot relevant to this discussion
but it doesidentify some of these issues about
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information that's needed at the medical group level.

At the physician level thereisalso little
information. Thisisn't necessarily a managed car e issue,
choosing a doctor and the difficulty of communicating
information about physician choiceis-- has always been
around in the feefor service system and the managed care
system but there are certain aspects of the gatekeeper
function and the lock-in feature of the managed car e that
make it even more crucial decision.

Wethink -- of coursethere'salot of
information about physicians that would be helpful to
consumer sto communicate. One of them might be
utilization, and one of the issues that consumer s are most
concerned about isthe pressure on physiciansto restrict
care. And it seemslikely that some physicians are less
pressured than others, that some are better advocates for
the patientsthan otherswithin the plan in terms of how
to manage the system. That'sthekind of information that
would be very helpful for usto be ableto measure and to
giveto consumers.

Wecan't test HM Ostheway wetest cars,
although we have been requested to do that, but we can't
taketesterswith various medical conditions and send them
off to plans and see what happenstothem. Soasa
result, we need mor e standardization of information and
mor e cooper ation with the plans or required disclosure so
that we can do our job disseminating infor mation.

Thank you.
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Isthat quick enough?
MR. ENTHOVEN: That'sexcellent, thank you.
Thank you very much.

| think that you've made some tremendously
important pointsand I'm sure many of us share your
aspiration of wherewe need to go. | think at least among
people | associate with that we share your frustration
over thelack of information and can see the long way to
goin thefuture. | think the lack of quality measurement
isamong other things a legacy from the previous
non-accountable system whereit'sonly lately that we've
had entitiesthat we can hold responsible that we can say
now measur e your quality of importanceto usaswell as
the difficulty. Ellen ison the board of the foundation
for accountability and they are making progress.

Some of the very important concernsthat you
raised, Jeanne, the Pacific Business Group on health is
addressing such asreaching through to the medical groups,
standardization, auditing. We have a California
Cooperative HEDI S Initiative, CCHI, and we are asking
somebody from PBJ, who isvery much involved in these
issues, to speak at our July 26th meeting so we'll have a
presentation about what they aretrying to do. And
they're not closeto thereyet but they are addressing it
so | hopeyou'll participatein that discussion.

What | would liketo doisopen it to
guestions and discussions from the Task Force.

L et me say with respect to -- without
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objection | propose that we continue this meeting until
1:00 or 1:15in order to get our work done without cutting
thisdiscussion too short, and we can grab a quick bite on
our way to the hearing.

Could we start with some of the presenters
who have come. Do you have other comments you would like
toadd? And then we'll have questions and discussion of
the Task Force.

MS. MARTINEZ: Thank you very much for the
opportunity.

| just wanted to briefly comment a little
bit about the member involvement and CalOPTIMA. It was
because of the input of the consumersthat really
CalOPTIMA isin existence today, and | would liketo give
credit to those people who work so hard on it, but more
importantly | would liketo talk with some of the things
that the committee accomplished. And | must say asa
staff person it has not been easy for me coming from the
bureaucratic sideto deal with the consumer side, but |
think importantly as Ellen mentioned the committee was
instrumental in the development of the health services
requestsfor proposal. Weinitially contracted with 34
health plansin Orange County. Unfortunately now we're
down to 19, but that processwouldn't have happened as
smoothly asit did without our member involvement. They
helped us develop the contract and put in the consumer
issuesthat they wer e so concerned about.

Therearealso currently, aswe talk about
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quality, developing benchmark infor mation that they want,
that the member advisory committee wantsto obtain across
all of our networks so that they can obtain the various
quality indicatorsthey feel that they need to haveto
make decisions about redesigning or modifying our program.

Also they have and areworking on the design
and analysis of our AFDC member satisfaction survey. We
have had bumpsin theroad, some very large, some smaller,
with our disabled population. We are mandatorily
enrolling the SSI population to the medical managed care
program, and they are and our member advisory committeeis
wor king with us on our quality management work groupsto
identify access and barriersto careto help us overcome
those. And they have encouraged usto develop such things
as wheelchair seating clinics, authorization guidelines
such as six-month authorization for incontinent supply
guidelinesthat they feel arereally key issues for
memberswith disabilities. They'realso interested in
standar dizing guidelines acr oss the networ ks so our
M edi-Cal beneficiaries when they change from plan to plan
the system is same; they're also sitting members on our
grievance committee. Approximately 30 percent or three
members of our grievance committee are members of the
community of our member advisory committee and they helped
us develop and modify our grievance and appeals procedure
because they didn't like the way we put it together, so
they decided to changeit.

And again quickly to emphasize the important

66

BARNEY, UNGERMANN & ASSOCIATES 818 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

rolethey play, they report directly to our board of
directors, they are not a group that sometimes gets
together and just sort of pats each other on the back for
coming to meetings and eating cookies. They'reaworking
committee and we staff them, we think appropriately.

So those are the few comments | wanted to
make.

MR. ENTHOVEN: Thank you.

MR. MCDERMOTT: I'm Steve McDermott, Hill
Physicians M edical Group.

When Ellen and Bo proposed theidea of the
consumer feedback loop, | had no idea when they proposed
it what this thing was going -- what form and shape and
how much energy it was going to take. What | will tell
you though is after being in the managed careindustry for
15 years, it wasthefirst time, amazingly to tell you
what an infancy thisbusinessreally is, it isthe first
timel wasin aroom with the health plan and employer at
the same time talking about, you know, onlinereal time
issues of service and quality. And Ellen will tell you |
wasn't exactly thrilled when they said they were also
going to add actual consumers particularly when -- and
Ellen knows -- how ar e these people going to be selected?
And the answer was, well, it'sthe squeaky wheel and sure
enough a mother of -- whoisin Hill with a child who had
special problemswho had been very, very unhappy with Hill
Physicians was the consumer who was put on the task force.

And now having said that, it wasaterrific
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experience for our organization having both the health
plan -- the employer, and | think the more important thing
the employer and the consumersthemselves on the task
force. And wewere doing alot of work at the time anyway
but thisthing really put octanein the process and made
it much moreimportant to usthen it might have otherwise
been.

Ellen now is saying, you know, because she
comes out of the nonprofit sort of community based
approach, that it should be voluntary. 1'm not surel
agree with that. The benefits of having alot more
exposur e to what we do and the accountability that comes
from exposureisvery important and | don't want to
under state it.

The other side of the coin the benefits was
it wasvery clear in the conversations that the employers
had very little -- the buyers, if you will, who represent
their employees had very little under standing of how the
system actually works on a day-to-day basis, and their
education and interaction had been largely with the health
plans. And aswasjust said by Consumer Reportsisthat
the product isreally delivered by the underlying medical
groups and that'slargely invisibleand it'snot 30it's
closer to 300 and it'sgrossly unregulated and it's at
best patchwork quilt. And it'svery agonizing and
difficult processto createreally organizations, entirely
new organizationsthat aretrying to attack underlying
fundamental problemsin the non-system that include
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dealing with very intense power ful special interest
groups, namely the specialist.

Weall know -- do | not pull my punches?

Weall know that --

MR. ENTHOVEN: Please continue.

MR.MCDERMOTT: Weall know Kaiser -- and |
did my original management training in Kaiser in Northern
Californiain 1969 and '70 -- Kaiser isa good system,
excellent system, actually, but it isa one-to-oneratio
of primariesto specialists. And | will tell you I know
doctorsin Kaiser who used to bethein private fee for
service sector who say | do better medicinein Kaiser.
It'smore boring; if today's Tuesday, it's gallbladder
day, you know, but they have the same team doing the same
work with them day in and day out.

| can tell you that there are private
surgeons who on any given day will do surgery in three or
four locations. They may not know the staff they're
walking in on, they may in fact while they're doing the
surgery beon all call at two or threeE.R.s. Thisisa
historic totally unregulated, unmanaged industry outside
of Kaiser. And when | started Hill Physiciansin 1985 |
literally thought it was going to be -- because | had
designed and help build the original 911 and emer gency
medical system in the'70s -- | thought it would take us
20 yearsin 1985 to create an organized delivery system,
if we could even do it in 20 years of the non-Kaiser sort
of rest of theworld. And we're 12, 13 yearsinto that
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process and | think we'rekind of tracking on time, which
issort of good news bad news.

But on our side of the coin, which isthe
non-Kaiser health care delivery system and non-county
delivery system, we're fundamentally dealing with one
primary care physician for about five or six specialists
and that doesn't work.

You know sometimes| think it would be
easier to toll the whole process until all these guys
retireand U.C. stops putting out so many specialists, in
about four or five yearsthey'll stop doing that, but for
those of you like myself who areimpatient and very, very
unhappy with anybody who has been in health care aslong
as| have knows all the things that has been wrong with it
and they're impatient to get to those issues, then |'m not
going to wait for these peopletoretire. And so when you
accept that then you take on a very difficult task and
that'sthetask we'rein.

Now having said all of that, asa
consequence what | will tell you iswe do not have -- the

individual PCP capitation isatechnique which isused in
about 80 percent of theindustry, it's pretty much of a
bad idea. If you'rein businessit'sabad idea from a
business point of view. Primary careismost care for
people most of thetime. It'sreally -- you want really
easy accessto primary care, and if you capitate your
primary care physician it's sort of like the wrong thing
to do.
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Hill Physicians has never capitated to
primary care physicians. We've never done a withhold on
primary care physicians. Our primary care physiciansare
incentivized to see people and see them as much asthey
can.

One of thetechniquesin theindustry,
however, which is, you know, an industry that says
managing doctorsisan impossible task so let'sjust
capitate them and be done with it; so they capitate
primary care physiciansand | think a lot of access
problems, not all access problems, but a fair amount of
access problems comes out or borne out of that sort of
technique.

Now having said that, access to specialist
isanother issue, and | would challenge the thinking
process -- and Ellen and | go back and forth on thisall
the time when she shows her last slide which is, you know,
theresults are better increased access and increased
speed in thereferral process. | don't know that that's
such a good idea. Too many specialists can be not good
for your health.

And so we have, in spite of that, primary
physicians and Hill Physicians have been able to do direct
referralsto specialists without getting anybody's
approval. They can dothat. And the specialists have a
limited authorizationsto go treat without getting
authorization. And we also have direct access by
consumersto OB/GYN, and for the past two yearsto mental
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health. | think mental health is grossly under funded in
health care and Hill Physicianstypically spendstwo to
threetimes what the average medical group spendson
mental health because | think it's so unrecognized.

But asfar asreferrals, oncethe patient
has been seen by the cardiologist or the orthopod that at
that moment in timeif it's an elective process | want to
slow everything down. | don't want to be high noon and
mono, mono, okay, so that that patient who walksinto that
doctor's office, into that orthopedists office under the
old regime, the fee for serviceregime, that maybethe
16th patient that the doctor is going to spend 10, 15
minutes with that patient and make a $25,000 decision.
That's not smart; that's not good medicine. But it isthe
old style of medicine one-on-one. Theold sort of
sanctity of the doctor/patient relationship, which isa
bizarre power curvein favor of the doctor. | want at
that point in time the doctor to gather information and
then to sharethat information with other physiciansin
hisown field or her own field and think about it and
think about not -- and also | want to remove as much as
possible the economic equation.

Now I'll stop, I'm sorry.

MR. LEE: | lovethisdiscussion. And we
are going to have other meetings of the Task Force and we
need to go into therole of medical groups, consumer
education issues, and consumer power. And | would love
for you to come back and have a discussion about the
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interface where medical groupsplay, etc., but I'm a
little concer ned about having questions for the other
folksthat spoke and -- but depending on all the issueswe
need to come back around and talk about it, but this
wasn't the forum for that.

MR. MCDERMOTT: ThanksPeter, I'm sorry, |
don't feel strongly about thisat all, and those know me
also.

And that'sthelast thing | actually do want
to say and that iswe make a mistake sometimesin thinking
that the shortest period on the authorization processis
better and we deliberately at that moment in timeif it's
elective try and slow the process down and get a lot more
information and that'sreally what we mean by medical
review, what some people call utilization review.

Thank you very much.

MR. ENTHOVEN: Bo, do you want to --

MR. CARTER: Steve hasconceded methe
balance of histime, which isabout one hour. I'll be
very, very quick.

| represent Integrated Health Care
Associations which isa collection of HM Os, medical group
lar ge systems, hospitals, plus an academic business
purchaser and consumer, and we're basically looking for
both policies and projectsthat will increase the
responsiveness of managed care, its accountability, its
performance.

Ellen and I talked first about the consumer
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feedback ones because we wer e clearly looking for some
projectsthat had an active consumer role, not looking at
patient satisfaction data after the fact and figuring out
how you might design a new health care product or new
procedure, but putting consumers at thetable. So we were
delighted to have the benefit of her first model and to be
ableto create thefirst one we did, which was Hill
Physicians, Chevron, and Health Net, and then the second
one with Alameda Alliance and Blue Cross. And we're
looking for at least athird onein the Medicarerisk
arena somewherein the South.

Ellen has described the benefits of them. |
think four IHA asagroup our larger interest isto be
able, we hope, to create somereplicable models and tools.
They may not look exactly the same as other health plans
or other medical groupsor other employerstake them on,
but if they retain the essential feature of something that
isenrolleedriven and setsthe project from the point of
view of the consumer trying to navigate the system, then |
think they're going to produce more responsive and lasting
result.

MR. ENTHOVEN: Thank you.

Ellen, do you want to come back. The Task
Force members have questions.

Yes, Terry.

MR.HARTSHORN: | waswondering for
CalOPTIMA hasit been around long enough where you can see
you're starting to meet some of the original goals which
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Ellen mentioned lower cost, better access, higher quality.
Have you been ableto get any output data?

MS. MARTINEZ: We have gotten some limited
data. Unfortunately, we all struggle with encounter data.

What we have seen is a significant increase
in CHDP examsfor our children; that is something we have
been able to measure over time. So that isoneindicator.

We're also noticing a mor e appropriate drug
utilization process for some of our difficult to manage
patients, our drug seeking patients. So there have been
some benefits that we can seeright off the bat. But
we're now looking at some of the thingsthat you were
talking about earlier such as disease state management,
programsfor asthma, diabetes, etc., for our patients.

MR. ENTHOVEN: Steve.

MR. ZATKIN: | would beinterested in
getting the thoughts of Jeanne and Ellen about the kind of
information that is most useful to consumersin making
decisions around health care organizationsto the extent
to which that is available and how that correspondsto the
kind of information that's being developed by purchasers
and others.

MS. FINBERG: 1 think that the -- well, one
of the problemsthat | see or that we see at Consumer
Reportsand Consumers Union with the effortsthat are
going on isthat they were set up by theindustry and by
the purchaser's employers, and although there's allittle
bit more effort now to have a consumer voicein that
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system, it'sa very weak voice. So onething that would
strengthen those efforts, in our mind, is more consumer
participation. We prefer an independent, totally
independent evaluator from theindustry. So from our view
the government or some other nonprofit entity would be a
preferable sight because we feel it'smorereliable
information.

In terms of what kind of information will be
most useful, I'm trying to look at kind of what's missing
and there'sa whole -- most of it's missing in terms of
quality measures, and ther e has been somework in
development of outcome measuresthat's obviously a various
complex task and will take a long time to develop, but we
need to do it faster and we need to do it better.

Onething that isavailable now isalot of
theinformation that the plans themselves ar e collecting
and reviewing and using in their utilization review but
they'renot telling. And that'stheareawherel think we
could change something immediately that it does exist and
if werequired some type of uniformity and some type of
reporting that consumer s would benefit | think probably
longer term the industry would benefit too from the
uniform nature of it.

MS. SEVERONI: | would just go on to say
that at this point the way we are reporting information to
consumersjust doesn't seem to resinate very well or
clearly with them. | mean report cards-- I've yet to
have someone call my office, and | get many calls for many
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things, but | have yet to have a consumer call and ask me
for that kind of information.

| really am -- would liketo seeustotry
to talk with some of the member s of the fact team because
over the past three or four monthsthey have spent a
tremendous amount of money and time doing some very
specific resear ch with consumers and, you know, some of
theinformation that consumerswant really resinates
around which arethe organizations which treat me with
dignity and respect and, you know, will | be treated
fairly and openly. Thisisthekind of information that
people want.

One of thethingsthat | seeisthat -- and
| think | told Allan (phonetic) about thisat our first
Task Force meeting -- | get concerned sometimesthinking
that if you are all bad guysin theindustry what you
would doissit back and make all the offices clean and
spotless and put smiles on everybody sitting and waiting
and treat usin awonderful way. Becausethereisan
assumption of quality by many, many consumers, and it's
because we lack any reliabletools. | mean why would |
even as a nurse go up against a physician who has medical
guality information or, you know, | don't have any tools
that help medothat. And I think we are still yearsfrom
having meaningful quality information; that'swhy I'm
spending a lot of my time volunteering for an organization
that's focusing on organizing that information so it can
be put in the hands of people, which | think is-- of
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consumerswhich | think isour real challenge.

MR. ENTHOVEN: Dr. Alpert.

DR. ALPERT: Doyou have a sense that
consumer s ar e concer ned with the amount of timethey are
seen by physicians, being rushed as opposed to having
unrushed consultation? Do you hear that alot?

MS. SEVERONI: Some consumers. Certainly in
any set of focus groups seem very, very tied in to the
storiesthat arein themedia. And soit'shard for us
sometimes to distinguish are these eventsthat are
actually happening to them or arethey tying into the
stories. And our last few sets of focus groups have been
very closely related to a spat of storiesthat have
appeared in the media and so it's hard to distinguish
that.

But, yes, people do mention that they
believethat -- a lot of the information -- | just want to
say thisthat patients get about the health care system
comes from their physicians. And | would say to you that

| think if you wanted a very broad-brush statement from me
that | think many, many physicians are unhappy herein
Californiain most of these systems because of the
relationship between the patient and doctor is still very
sacred. Most consumerstakethat away. Sol think if a
doctor isfeeling rushed and is saying that thisiswhy
sheisrushed, that'staken away. If adoctor thinksthat
there'sgoing to betrouble with areferral, or even that
you don't need areferral, but they know -- sometimes
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we've had physicianstell usin the physician groupsit's
simply easier to put the blame on to the health plan, to
put them blame on to thoserestrictionsrather than risk
therelationship that exists between the patient and
physician.

It'svery hard tolook at one group without
looking at both.

DR. ALPERT: That iswhat | waswondering.
I'm interested in the fact that, Mr. McDermott, that you
are part of thisloop and experiment which I'm impressed
with and | would liketo ask Mr. McDermott. You've
described therelationship that Ellen just talked about as
sacred asbeing a " bizarre power curve." You also said --

MR. MCDERMOTT: | did say that?

DR. ALPERT: --you incentivizeyour primary
care physiciansto see patients. How do you do that in
light of the issue of perceived lack of time and so forth?
How are primary care providersincentivized to see that?

MR. MCDERMOTT: Actually, twothings. One
isthe feedback we get isthat they may be not thrilled

about the amount of time, but they're more unhappy about

the communication. The number one consistently year after

year the number one feedback we get back from our surveys

isthat they are dissatisfied with the type and level of
communication. Thedoctor is--
MS. BOWNE: Thedoctorsor consumers?
MR. MCDERMOTT: Of doctors.
MS. BOWNE: Thedoctorsare --
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MR. MCDERMOTT: Thepatientsare
dissatisfied with the physician and, you know, the
resear ch showsthat -- and it maybetied to the time,
okay, it ismy belief that it is. Too many of our primary
car e physicians, because we compensate them on a fee for
service basis, are seeing patients that they may not need
to be seeing, or frequently have a explicit or implicit
mental health issue and they should be seen by somebody
else. But they're seeing them nevertheless becausethat's
how they've been trained and that's the compensation.

W e have been working on kind of a modified
fee for servicein which we'redoing sort of trying to
follow the business group on health and some other folks
in which we want to have, as part of the compensation,
tied to some of theissuesyou're dealing with right now.
Performance issues, that's number one, because that is --
there' s none of that in any of the historic fee for
service system. And the second iswe would also like the
physician to be thinking mor e about his entire population
of patientsthat they're caring for rather than simply the
one-on-one.

And we would also, lastly, liketo -- and
when | see my primary care physician | would prefer to
talk to him on the phone about something and not bother
him about it, but he doesn't get paid under fee for
service for being on the phone, so that process -- and
we'relooking at that totieit in.

DR. ALPERT: Continuing with that, you
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talked about having slow down phenomena. | assumed you
meant other consultationsor you just mean
pre-authorization process?

MR. MCDERMOTT: Both.

DR. ALPERT: Usually it'snot the
pre-authorization process but a singular type of
physicians.

MR. MCDERMOTT: | would liketo slow it all
down.

What we've done over theyearsisincrease
what we pay physicians for what we call cognitive codes,
that meanswe're paying our physicians more than the fee
schedule callsfor to spend time with the patient. We
call it the basic history and physical, and spend a lot
mor e time getting to know the patient and talking to them
and compress what they get paid for actual procedures and
actual teststo achieve that balance and slow that down.

Second thing isto slow down the
decision-making process on an elective process to get
second, third, fourth -- to get a group of cardiologist to
look at theinformation rather than a harried cardiologist
on the fly seeing his 18th patient of the day.

MR. ENTHOVEN: | think we need to move
forward. We'vegot Clark Kerr, Peter Lee, Ron Williams,
and Hellen Rodrigues-Trias and then we'll stop it there.

Let's see, Helen.

DR. RODRIGUES-TRIAS: Thank you.

| think many of us have been involved over
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theyearsin effortsto have thiskind of consumer
participation from the beginning, but that it is extremely
difficult to institutionalize it and | wondered how you
see the per spectives of that becoming if thisisthe way

to do business -- being that you're needing all of these
external outside-of-the-system supportsto have any kind
of input.

MS. SEVERONI: Thisis-- that'san
excellent question. | certainly haven't figured it out,
Helen. In the past few days, in fact, I've been meeting
and talking with people about it because the processis
expensive and there'sa part of me that wantsto turn now
to Steve and ask him if --

MR. MCDERMOTT: That'sa great question and
if we had figured it out you wouldn't be sitting here.

DR. RODRIGUES-TRIAS: But what approaches
areyou having? Obviously what are your thoughts about
wher e should we go?

MR. MCDERMOTT: | think weare sort of at
the bottom of the rude and crude process, and | think that
the consumer has been really the purchasers, the employer
groups, and their interest wasin getting the cost down.

So guess what, surprise, surprise, that's what everybody
focused on. Well, we probably hit that bottom and we're
probably actually seeing an increasein cost, increasein
premium.

Well, the executivesin the corporationsare
saying, well, now, if you can't show me lower coststhen
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you better show me something. And so now thepressureis
on customer value and so forth. But also we've got to
blow past having the employer being the only consumer at
thetable.

MS. SEVERONI: | can tell you, just to pick
up on that, that recently Health Net isthe health plan,
they werein contracting with Pacific Business Group on
Health, and PBGH literally said thislooks good but go
back and give usa consumer feedback loop and we'll sign
on the dotted line. That isthefirst now I'm hearing
that it's not mandatory. It iscertainly coming from the
purchaser and | guess| was hoping the Task For ce would
begin to help answer some of that question if you believe
thereisvaluein these models.

Your darn right that they need to be
incentivized because thereisn't enough goodwill to allow
that -- Patricia M oore who isthe name of the enrollee who
sat down with Steve and histeam and the other teams over
a period of several months, thereisnot enough goodwill
in the world to help an organization through that because
that was very painful and | admire all the bodies for
coming out in whole and being ableto move forward. But
it takestremendouswill. So that'swhere my concern
about mandating things comesin because you couldn't
mandate Steve and his organization to sit at that table
through that. You couldn't make anybody do that. There
hasto be a way to incentivize this so people who are
interested can see the value and move forward and maybe
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there's some disincentives you might want to use. |
haven't figured that out; I'm hoping we can do that.

MR. ENTHOVEN: Ron Williams.
MR.WILLIAMS: Two commentsand one
guestion. Oneto comment around information that we see

in terms of what consumersjudge on quality. Consumers
judge often by thingslike parking, waiting timeto see
the physician, how long it takes from thereferral to
physically see a specialist, and the whole issue around
the communication going to the doctor and what the doctor
issaying, and that's a whole set of thingsthat the
consumer s represent symptoms of quality because they can't
judge.

The second point isto echo Steve's comment
and put a point on the distinction how health plans pay
medical groups and | PA verses how medical groups and | PAs
chooseto pay physicians. And wetalk alot about
capitation and there's an implicit supposition that every
individual physician isreceiving some per member per
month fee for every member in their practice and that
often isnot the way it actually works. And | just want
that point on that.

MS. BOWNE: That'srarely the case.

MR.WILLIAMS: Second question isreally for
Jeanne. | think that thereisstill alarge population
both herein California and in the U.S. that are covered
by traditional fee for service plans. You talked about
utilization, service, disease management asthree critical
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dimensions. I'm curiousif your organization has done any
work to evaluate the implications for utilization services
and disease management in looking at the millions of
consumerswho are covered under feefor services. | would
beinterested in commentsyou have had and or haven't had
and why.

MS. FINBERG: We have compared indemnity
plans and in fact we have done mor e of that than we have
with HM Oswho arefairly recent to the HM O comparison

mission. But in terms of utilization | don't think that

we have directly compared it in the same way for obvious
reasons. Although, wedid in 1992 a lar ge series which we
then put into a book on health care system and did
document some of the waste and overuse of the system
which, although there was a little bit of managed care
then it was primarily the fee for service system that we
wer eillustrating what some of the wasted expenses were.
So that's probably the closest that we camein our
critique of the health system.

MR. ENTHOVEN: Part of the answer to your
qguestion iswith the fee for service system on theissue
of disease management isthere's no accountability
structure and one of the things with managed careis
there's somebody you can hold accountable for it. |
realize your feelings on unequal standard here.

MS. FINBERG: Theother thingistoo without
the lock-in feature of the managed car e plan the consumer
can walk with her feeto a different doctor, go directly
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to the specialist, get whatever procedure she wants, if
she'swilling to pay for it. Sothat isan important
difference.

MR.WILLIAMS: It doesn't speak to
utilization service and disease management and | think the
old adage about the attor ney who represents himself,
there'sa statement about that and | think any of us
trying to -- there's a corollary statement to those who
try to treat themselves. | would encourage usto look at
aretheresimilar corollariesin the service and disease
management and fee for service system that might be an
area.

MR. ENTHOVEN: Clark.

MR. KERR: 1 think access and satisfaction
and dignity and parking and everything else isimportant,
but I'm very concerned about outcomes and | think
ultimately that's what consumer s are going to be most
concerned about and we know there's huge variations of
practice patternsin California and around the country.
We are also learning there are huge outcomes too and the
last six months Johns Hopkins did a good study in the
State of Maryland and found in treating G.I. surgeries,
gastrointestinal surgery, there were 247 percent
differencesin mortality depending on the hospital you're
going to.

We've had some data, nursing data, reported
to uson one of our health commissionsthat RAND in the
last couple of weeks looking at treating M1s, heart
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attacksin the State of California, and it wasvery
interesting to note after all therisk adjustmentsthat
RAND could do -- admittedly not perfect but RAND is pretty
good at doing thiskind of thing -- if you looked at the
hospitalsin California that were doing 200 or mor e of
these a year there was still about a 250 per cent
differencein mortality depending on which hospital you
went to. And if you look down, further down, you get
statistically less significant. But if you look at those
that did 50 and more heart attacks a year there's 1,000
percent differencein risk adjust mortality.

| think thisiscritical and | think parking
and dignity and all that isimportant but | think whether
you live or die and function ismoreimportant and so I'm
wondering how can the panelist give us any ideas how we
can grapplewith what | think isgoing to be alevel of
mor e importance than perhaps some of the other issues.

MS. SEVERONI: My gut reaction to that is
basically | do believe consumers can learn how to use that
information. It isimportant. | mean some of the focus
groups |'ve been involved with -- in fact it takes some
drillingdown, Clark. Itisn't up on thetop. It takes
drilling down into the focus group to get peopleto think
through. It'snot natural to think about asking your
doctor, well, how many of those procedures have you done?
I mean every time my family needs some help 1'm sitting
there asking those questions and they're horrified to
think about asking a doctor those very specific questions.

87

BARNEY, UNGERMANN & ASSOCIATES 818 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

But | am absolutely encouraged that we can bring people
along.

| have wild ideasthat, for instance, | --
if I had my way if somebody made me czarinatoday, | would
get the planstogether in oneroom and say let's simply
commit an amount of money to public education over the
next five yearsthat involves using the media, television,
written, every way we can think of talking about quality,
of talking about managed care.

| approached some leader ship almost seven
year s ago now and asked them to do that, and | think what
we're missing isthe fact that therereally isn't a broad
education effort out there with the public, and if there
areten CHDswe couldn't do thiseducation. It's
something that must be committed to, and I'm hoping that
that could be one of the things that would come from this
Task Force, that we would be willing to sit down with the
major playersand employersand start putting this
information in.

DR. RODRIGUES-TRIAS: May | ask a question
though on thisissue. | think when you look at those
outcome they're special study against special studies, you
know, three year studies done by some academic
institution. | think what we are going to haveto grapple
with isnot just the outcome discussion procedures, which
areeasier, much easier to do, versesvarious dimensions
in the outpatient and management of somebody to keep them
out of the hospital because they're managing their
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diabetes, that's harder to measure. But how do we get a
system that generates some of that information on a
regular basissoit'snot special studies.

MS. FINBERG: | wasgoingto say also | do
applaud efforts and agreethat life and death ismore
important than parking. | think we need to have more
information and have what infor mation isthere out more
quickly. Thereistremendousresistanceto releasing that
information, consumerswon't understand it. And | find it
very patronizing when | hear it said that consumersjust
want to know about the waiting time or about the parking.
Wewant to know it all. | mean we're all consumersand
I'm sureyou wouldn't choose your health plan or choose
which hospital you went to for your bypass surgery with
theinformation, you know, based on how long it took to
wait to get the surgery.

So | think consumers need all types of
information and, of cour se, we want the most important
information first; that'swhere health care providersare
the stingiest in providing it and protecting themselves
for fear of the negative sides of that information being
released.

But in addition to it being helpful for us
to choose, it's also helpful in terms of management. |
mean it's certainly true that any provider that scores
badly in an area isgoing to pay attention to that area
and try to do better next time.

MR. MCDERMOTT: Can | giveyou thedilemma
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and put it back on you to think about.

Weknow Clark isabsolutely right. We
actually know a lot more about outcomes than we're putting
out. And since managed care, those studiesin the U.S.
donein Europe and Canada are much more available today,
surprise, surprise, than they used to be 15 yearsago. So
| shoot off a memo to my chief of cardiology in Sacramento
chief of cardiology and attached isthe New England
Journal study that saysif you're doing 70 or more
angioplasties a year, you have an extremely better rate of
success than if you're doing lessthan 70. And my note
isn't it about time that we limit approval of angioplasty
to cardiologiststhat are doing at least 70 ayear. All
right.

Now we're going to look at that one. Now
but think, okay, thisuneducated, uninformed public and
think about the lawsuits that we will get when | start
l[imiting the practices of cardiologist and or terminating
some of the folksthat we don't need to do angioplasties
any mor e because we're going to funnel more volumeinto a
fewer amount of people and they're going to do a better
job.

MR. KERR: So how can we be helpful?

MR. MCDERMOTT: Let meterminate.

MS. FINBERG: How comeyou're not afraid of
the lawsuits by the bad surgeons?

MR. ENTHOVEN: It doesn't seem to happen.

MR. MCDERMOTT: | haven't been and we fight
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those but I'm telling you that's the dilemma we're looking
at and that'sthe issue we're dealing with this week.

DR. KARPF: And how many different states
aretherethan Californiain developing standardized
approach to outcome and publishing? In fact, Pennsylvania
state doesn't have much managed care at a time when it had
very little managed car e put together cost examine council
that mandated an infor mation system for everything
significant size hospital. It wasrather extensive, there
was a lot of resistance but they gathered standardized
data and they published it on CABG, cardio bypass surgery,
on myocardial infarctionsand | think, and you're probably
much more expert than I, if one tracks that data there has
been changesin thevariation in that statein facilities
because people have responded to that data. So that
experiment's been done and people do respond.

| think the question ishow do you make sure
the datais, one, collected; and, two, that it isin fact
standardized.

MR. ENTHOVEN: You'reabsolutely right,
Michael. New York and Pennsylvania are way ahead of us.
You can get their good risk for adjusted mortality for
bypass surgery, for example, and you have to be car eful

not to over interpret. | wasin a meeting with Mark

Chasen (phonetic) on Monday and he said something about we

know Redding Hospital hasthe lowest mortality rate. He
said, yeah, but that was last year. Thisyear they're not
so good. So thereareproblemsof interpreting. But |
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think --

DR. KARPF: | should track that. In
Philadelphia you track risk adjusted mortality by changing
seats of surgeons. So you can make those kind
correlations.

MR. ENTHOVEN: But | think the experiencein
New York isthere has been substantial progressin risk
adjusted mortality and it's put a lot of pressure on poor
performers.

DR. KARPF: It may be somevalueto this
panel to have some overview of cost containment processes
in Pennsylvania and New York and show data. | think we
need to get down to the point of looking at some data as
opposed to considering anecdotes and per sonal feelings.

MR. ENTHOVEN: Steve.

MR. ZATKIN: Thisdiscussion does point out
the dilemma which iswhether the consumer's position isto
be protective of the rights of physicians and other health
careworkersand therights of patientsto have access to
them. And one can make certainly make that case, or the
freedom of the health care organization, to do what was
just pointed out; namely, to try to focus on the best of
those providersin terms of volumeand soon. Anditis
not a black or white question. | mean it isa difficult
question. The legislatureright now iswrestling with it
and ultimately, of course, you get a balance. But in
terms of the public what you get is pressures at both
ends, that is pressureto protect due process and
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widespread accessto all providers, and then at the same
timeadesirefor, appropriately, for enhanced quality,
and | just wanted to point that out.

MR. ENTHOVEN: Mark.

MR. HIEPLER: DoesHill do anythingto
inform consumers? | think the positive thingisthat
primary care physician is not capitated.

MR. MCDERMOTT: Weonly started to do that
when we began to under stand that there was that lack of
information so we just started that really within the last
three months.

MR.HIEPLER: | seethat asavery positive
thing --

MR. MCDERMOTT: And that came out of this.
| was sitting with consumers-- | was sitting with Chevron
and they didn't, (a) know it nor even understand the
implications of it and I'm going whoa.

MR. HIEPLER: What we see most of the time
and what brings out a suspension of secrecy about the
whole HM O industry and some | PAsisthey don't know how
their doctor ispaid, they find out after they've missed a
referral, after atragedy has gone undiagnosed because
it'sthereverse of what you've described. Generally
they're capitated, generally there's huge incentives of
oneor theother.

MR. MCDERMOTT: Thereisthat in the
industry.

MR. HIEPLER: Sure. Sure. But the consumer
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doesn't find that out so with the groupsthat arerare
likeyoursthat areincentivizing time and incentivizing
the primary care provider to spend time and not
disincentivizing, | would think that is a wonderful

mar keting tool from a positive side because most
consumers still think it'sfee for service anyway, but
those that capitization might have some --

MR. MCDERMOTT: On my agenda for the last
two years had been to hirea P.R. firm but we've lost
money thelast three years and so it always makesit off
thetable.

MS. SEVERONI: | would also liketo say |
don't think we should underestimate the sorry state of
managed car e today in terms of one of the things Steve
said which isthisissort of thefirst timel sat down
with the plan and employer and the enrollee at the table.
| mean people are so confused about managed care and why
wouldn't they beif thisisthe state of it. | mean these
organizations are all dedicated to providing the best
care, the highest quality, and the peoplein them are all
| think very fired up to do that. But if they're not
sitting down and having a conver sation about how to do
that and the only time they're getting together isat the
contracting time, where frankly | wouldn't want to be 100
feet near those rooms because of the hard ballsthat get
lobbed, | mean it's no wonder consumers ar e paying for
thisin some ways.

MR. ENTHOVEN: Peter.
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MR. LEE: Tony had hishand up ahead of me,
but if I can still make my point.

MR. ENTHOVEN: | apologize, Tony, | didn't
See you.

MR.LEE: I'm sorry Keith Bishop isgone. |
think there's a great example that sort of demonstrates
some of theissuesraised by these folks and what we got
on our deskswhen we came hereisthisislots of numbers,
but it'snot interpreted in a way that isuser friendly
for consumers. Thisisagreat, | think, baby step for
starting to collect data, but what consumer s need is not
pages upon pages of numbers but saying some
inter pretation, some context. And the pointson
standardization are important, but | think looking at when
we think about getting data, whether it's on quality
outcomes or about patient satisfaction, arethey
standardized, where are they coming from, and how are they
useful. | think if you flip through thiswhat you as a
consumer can say isnow | know more about which plan,
another plan from these 87 pages of the full service
health care service plans. That's an observation point |
said in person to Keith so I'm on therecord with him on
it too.

MR. ENTHOVEN: Tony, I'm sorry | didn't see
you.

MR. RODGERS: That'sokay.

The question | haveis|'m going to go back
to theissue of role of the government versesthe role of
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the market drivers. Certainly you differentiate your
product if you have these kinds of processesin place that
bring your product forward and you'r e cooperating with
your consumers, etc. | mean that's marketing 101, but
becauseit hasn't happened what's missing. What you
talked about incentives wher e should they come from?
Should they come from gover nment which can say if you
don't you can get penalized; or do you believethere's
enough momentum in the system to driveit in that
direction now? The danger with government it becomes so
bureaucratic that you lose innovation, you're stuck in a
mold. Sol'm going to ask you to give usthat point of
view because that'sin essence is where we have to go and
what istherole of government in driving these kind of
modelsif they'retheright modelsto use.

MS. SEVERONI: | don't have the answer for
you yet. | need to spend alittle more time with the
modelsthemselves. | know that it would be important for
instance on the M edi-Cal -- in the Medi-Cal work if we're
going to find that thisis useful and we want to expand it
to the other 12 counties, there's going to have to be some
dollarstheretodoit. And I'm not convinced that it has
to be the exact process, the consumer feedback loop
processthat | showed you today because with each one of
these projects we find there's different layersand
different ways of doing it, but dollarswould haveto go
there. Soif we'relooking at the Medi-Cal program my
guesswould be unlesswe had a very large private
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foundation that was willing to put them out thereto seed
some money that that would have to come from gover nment.

MR. ENTHOVEN: OnethingisJeanneand Ellen
are expert resource group on thisquestion, and so | think
thisdiscussion has been very valuable and | hope it will
inspireyou to follow that question like this on both
arguments. Thisisvery good stuff here. Now how can we
translate that into practical resolutions because as you
say if you pass a law that says you haveto do this people
mechanically go through it. You haveto generatethe
spirit, the desire somehow.

DR. ROMERO: Wecertainly want to remove any
impediments gover nment regulation imposes unwittingly
today that has slowed down the creating of these feedback
loops or other mechanismsinvolved today.

MR. ENTHOVEN: | hopethey wouldn't haveto
file a notice of material exchange order.

Okay, Bruce, and then we'll have to stop.

DR. SPURLOCK: 1 just have a couple of
points. | would just liketo echo what | said in San
Diego, but | think thereisareal seductive natureto
information and actually it'sin comparison to health care
because there's an infinite demand for health care and we
alwayswant more. We always want more and more for
information too, and there's such a seductive nature that
you could make better decisions with more health care
information. But the -- like health care costs money and
we need to think about the value of giving out health
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information.

In Pennsylvania, wher e people are looking at
thisinformation, the question is how useful isit to
consumers? Thereisa study going on right now to answer
that question and it seemsliketo go forward and collect
information and try to gather data without simultaneous
looking at the usefulness and the valuereturned on that
isfolly, and I think that's what we haveto bevery, very
careful of it otherwise we're going down that pathway.

The second point | wanted to makewas a
little bit about what Clark talked about with the outcomes
because I'm involved in CCHRI | sit on the executive --

THE REPORTER: You'reinvolved with?

DR. SPURLOCK: CCHRI.

MR. ENTHOVEN: California Cooperative HEDIS
Reporting I nitiative.

DR. SPURLOCK: Welook at outcomes and we
look at standardization and we'retryingto gointothe
future, but it lookslike there aretwo different types of
reporting initiatives that have to go forward and one type
isageneral one. It'sthisdataistoo much. It'stoo
detailed and we need some kind of general -- something
super easy for peopleto look at from a distance but you
also need a detailed report when you're going to have CABG
when you're going to have to find out about your surgeon,
about your hospital, because that's when it'simportant.
So for the average person knowing the CABG rateis
unimportant unlessit's going to happen to them. So that
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information istwo types of information general that is
really is something that you can go on forever and be very
specific so-called drill down information. And | think we
have to have parallel effortsto look at both of those
arenas and both of those dimensions of quality information
because otherwise we're going to spend tons of money.

MR. ENTHOVEN: Could therecord please show
that CABG refersto C-A-B-G, which isan acronym for
coronary artery bypass grafts, so we're not talking about
vegetables.

Thank you very much.

With regret but with hunger | propose that
we bring that to a conclusion, and if thereisno
objection | will forego my summarizing May 30th study
sessions and we will forego the executive director's
report and proceed right away to new business. Isthat
acceptable? With theincentive of hunger driving everyone
we can move quickly.

First of all we need to adopt the May 8th,
1997, minutes.

MR. PEREZ: So moved.

MR. KERR: Second.

MR. ENTHOVEN: Allin favor?

COUNCIL GROUP: Aye.

MR. ENTHOVEN: It'sunanimously moved.

Next, adoption of amendmentsto Task Force
bylaws. | would liketo ask Alice Singh to briefly
discuss the proposed technical amendments.
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MS. SINGH: Basically, members, the
amendments arevery technical in nature. First of all
we're authorizing the chairman to create expert resource
groups and to appoint membersthereto. Second isto
authorize set of rules allowing the assembly speaker to
appoint ex-officio membersto the Task Force. Asl
mentioned at our May 8th meeting thiswas simply an
oversight on staff'spart in the original conception of
the bylaws. And lastly wejust have a very technical
clarification amendment to address the issue of persons
voting on behalf of Task Force members.

MR. PEREZ: Mr. Chairman --

MS. SINGH: Theamendmentsare under tab 5
(b) and specifically we have amendments on page 2.

MR. PEREZ: Which aretheunderline
sections?

MS. SINGH: That'spagel. And if you take
alook at your bylaws --

MR. LEE: | seethechangesrelated to
expert resource groups; | seethe changefor the
ex-officio members. What'sthe change related to voting?

MS. SINGH: That isunderneath theruleson
page -- just a moment. It'son page 1 of the standing
rules at the bottom, very bottom. It'sjust a
clarification amendment that's made pursuant to the
bylaws. The bylaws already stipulate that, we just wanted
to make sureour rules corresponded to the bylaws.

MR.ENTHOVEN: Bruce.
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MR. SPURLOCK: | have some concerns about
the first amendment on page 2 that's underlined expert
research groups. And we aretalking about this morning
with some of the Task Force membersand | would liketo
direct -- seeif we can make a motion to direct staff with
all haste investigate in detail the two task force member
l[imitation to thisamendment. And thereason I'm
concerned about that isbecause I'm fearful with only two
Task Force memberson theresource groupswe will limit
the per spectives, and when we bring it back here we will
recreate the activities by those resource groupsand in
thiskind of environment. So wewon't really accomplish
theresource group's full understanding of the complete
issue. So there hasbeen discussion about the open
meeting to action and the absolute litigation on two

membersand | want to seeif we can direct staff to
investigate that issue and really have a very clear

under standing that that's all we can have. Becausetwo in
my mind just doesn't seem broad enough to give us a good
I esour ce group per spective.

DR. ROMERO: Alice, correct my memory if |
misremember, but | had thisvery conversation with you a
few weeks ago and | asked in essence what isthe basis for
the number two and you told me the number isin the
legislation asthe number two.

MS. SINGH: Thenumber isin thelaw and we
actually asked Ms. Jennifer D'Sheer (phonetic), who isan
attorney that has also helped up interpret this particular

101

BARNEY, UNGERMANN & ASSOCIATES 818 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

act, to verify this particular requirement.

UNIDENTIFIED AUDIENCE MEMBER: You can
notice the meeting, it'sten days. Surely you can tell
the public that you're going to meet in a larger group
within ten days notice. It'snot like you can't meet
with larger --

DR. SPURLOCK: | think we go by conference
calls so that's the difference.

MR. HAUCK: You can do that if you notice it
by the Bagley-K eene Open Meeting L aw, statelaw. You've
got to apply the ten day notice --

MS. SINGH: Yes, unlessyou have a group of
less than three membersthat meet.

MR. PEREZ: | would liketo echo Dr.
Spurlock's comments because the information 1've received
from thelegislatureisinconsistent with the information
I'vereceived here asto the application of the Bagley
Open Meeting Law, and what | would liketo ask isif we
could get some advisory letter either from whatever
appropriate body we would seek that input.

MR. HAUCK: Get it from counsel.

MR. PEREZ: Yeah, because we arereceiving
inconsistent information regarding the application. And
if I may, to differentiate the establishment of
subcommittees or working groups and the size of those from
conver sations between two or more member s of a group of 30
people, and | think those are slightly different
guestions, and we may get different answersif we ask

102

BARNEY, UNGERMANN & ASSOCIATES 818 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

those two questions separ ately.

MR. LEE: I'm still baffled that thisis
really theruleand | strongly support Bruce.

The other issue though, as a matter of
procedure, | think it'simportant for all the working
groupsto circulate material throughout the Task Force and
whoever arethe chairsof task forcescan't serially talk
to everyone here, and we don't want to all be talking to
everyone all the time, which is hard with nineworking
groups, but one of the charges of the Task For ce Staff and
of the processisto circulate drafts of material of the
various working groupsto get comments funneled back to
whoever the working group chairsare. And that'sa
process suggestion though. | absolutely agree we should
get follow-up on being ableto talk to more than one
person at once.

MR. ENTHOVEN: | definitely strongly hope
that the peoplein the expert resour ce groups will reach
out, send draftsto other people, engage them in
discussions, get comments, feed them back, and ultimately
these paperswill be put before the whole Task Force. |
find thislimitation extremely constraining but given what
| wastold and understood at thetime figured thisis
the best way to get around it although -- or deal with it
actually, but there's nothing to prevent you from reaching
out to several other memberson the Task Force and
broadening the range of consultation.

MR. LEE: Certainly amoreformal, | don't
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know about mandate, but to encourage any Task Forceto
send and draft everything beforeit comesto the full Task
Force as a proposal to have everyone have an opportunity
to say beforeit gets herefor group consideration to have
an opportunity to have said why didn't they come up with
this.

MR. ENTHOVEN: That would begreat. That

would be excellent if people would do that.

MS. SINGH: Anything -- when we prepare our
meeting packets that information is available and so
reportsand so forth would be available in the packets
themselves which would also make them availableto the
public. Wejust need to keep that in mind. There's
nothing that would preclude us from discussing these
issues and so forth wejust need to doit in a public
arena.

MR. PEREZ: Serial meetings-- my
under standing of serial meetingsisthat they are held to
the same standard as a group meeting.

MR.LEE: | don't think serial meetings --
if | send out a draft, here'san outline, if people want
to send me back comment they can fax it all tomeand |
can talk to a whole bunch of individuals and they can say
Section 5 seems silly why don't you have a whatever.
That's a serial meeting, that's people giving comments,
isn't it? Sorry.

MS. SINGH: It'sreally agray area and
we've asked our counsel, Dale Bonner (phonetic), to do
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some extensive research in this particular area because |
don't want to say yesor no. | don't feel comfortable
doing that, and I've just basically tried to advise the
Task Forceto be conservativein thisrespect. | don't
want the Task Forceto be slapped with some kind of
allegation that we're doing something behind the public's
eyes. Sothat'sbasically --

MR. ENTHOVEN: Areyou saying though if
Peter wantsto circulate a draft to a number of people,
doesthat haveto befirst noticed ahead of time?

MS. SINGH: No. Hedoesn't haveto notice
that, it'sjust that it hasto be made available to the
public.

UNIDENTIFIED COUNCIL MEMBER: | would like
to encourage the group to think about the tradeoffs
between the number of expert resource groups and the
public noticing process. If we're going to have expert
resour ce groups that have larger number of Task Force
members, which was the original idea, then they simply
need to bein a number that's -- we have to have a
manageable number of these things. We cannot have an
infinite number of expert resource groupsthat haveto be
noticed publicly. From a workload standpoint and from a
process standpoint it's a waste of managing. So | would
urgeyou if up want to make these larger groupsto
consider the number of these groups that you want.

MR. ENTHOVEN: I'm hoping that though the
member s of each resource group could try to make it
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virtual large panel by doing what Peter was suggesting,
reach out, send drafts, interact, and, of course, the
intent iseventually all of these will go to the full Task
Force for discussion.

DR. SPURLOCK: | would liketo withdraw my
earlier motion and change my motion. | want to recommend
and make a motion we adopt thisamendment; however, | also
want to add on that --

MS. SINGH: Wait.

DR. SPURLOCK: -- we adopt the amendment and
we direct staff in clear written detail from counsel the
activities that we can do under this process which would
beincluding both written and oral communication between
members of the Task Force so we can start this process.

We can get the two people going, get that process, and if
it looks like we can add on mor e we can have different
processes. But | want to haveit written in front of my
eyesso | know what I'm doing isin accordance with the
law.

MR. ENTHOVEN: Could we separate that into
two parts? Your first motion wasthat we approve this--

DR. SPURLOCK: Amendment, page 2.

MS. SING: Wait. I'm sorry. | just need to
get some clarification here. First of all, who made --

did anybody make a motion? Nobody made a motion to even
adopt therule.

MR.HAUCK: Hejust did.

MR. ENTHOVEN: Hejust did.

106

BARNEY, UNGERMANN & ASSOCIATES 818 226-5900



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

MS. SINGH: Okay. Now we have a second?

MR.HAUCK: | second.

MR. PEREZ: | got a question. Wasthe
motion to adopt the specific amendment with respect to
these groups or was the motion to adopt all of the
amendmentsthat are before us?

MR. ENTHOVEN: Just thisone. Just thisone
on expert resour ce group.

MS. SINGH: Soyou're moving to adopt the
amendmentsto the expert resource groupsasis; isthat
correct?

DR. SPURLOCK: Correct. And we have --

MS. SINGH: So what we haveto do iswe have
to have a separate motion. We need a separation motion to
dothat. I'm sorry, | want to make sure everybody is
clear and I'm clear.

MR. PEREZ: Might | suggest we make -- maybe
| can recommend a friendly amendment. If you strike on
the second line of that paragraph, if you strike the " of
no morethan two," then the chair hasthe flexibility to
compose these groups of two members, if that'sthe
information we received back as being the legal limit, or
mor e than two members, if we chose based infor mation or
based on a desire to notice the meetings to compose them
of morethan two members.

MR. LEE: | second that amendment.

MR. PEREZ: Ifit'sfriendly it doesn't need
to be seconded.
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MR. LEE: And also to amend the last
sentence saying if --

MS. SINGH: Wait.

MR.LEE: I'm sorry, thelast sentence of
thefirst full paragraph if expert resource groups contain
mor e than two Task Force members, they shall be subject to
all appropriate -- yada, yada. And we're still going to
have your follow-up motion to clarify what that means.

MR. ENTHOVEN: Soit would say if expert
resour ce groups contain more than two Task Force members
the noticing provisions of Government Code --

MR. LEE: Do apply.

MR. ENTHOVEN: Do apply. Both friendly
amendments.

MS. SINGH: Istherea second tothat?

MR.HAUCK: Second.

MR. ENTHOVEN: Allin favor?

COUNCIL MEMBERS: Aye.

MS. SINGH: I'm sorry, first we'regoing to
vote on the last amendment which was Mr. L ee'samendment,
okay. Sowe'reclear on that that'swhat we're voting on
first which wasto add language into the expert resour ce
section stating that if there are more than two members
that meeting will be noticed.

MR. HAUCK: Let mejust say that if we
continueto proceed in thissort of fashion in termsof an
absolute adherence to the technical requirements of
Robert's Rules of Order, we're going to tire ourselvesin
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so many knotsthat it is outrageous and we don't have to
dothat. And in thisinstance we can voteto approvethe
motion and the amendment together and the minutes can
reflect that the motion to approve the -- the motion and

the amendment was approved unanimously by the Task Force
or whatever the vote maybe.

MR. LEE: Second.

MS. SINGH: | don't mean to be-- | guess --

MR.HAUCK: Alice, | know you don't mean to
be but you are.

MR. ENTHOVEN: Alice, just doit.

That takes care of expert resour ce groups.

Now we've got these other amendments.

MR. HAUCK: Mr. Chairman, on the second one,
arewetherenow? The second oneisthe ex-officio
membersfrom rules and assembly?

MR. ENTHOVEN: Yeah.

MR. HAUCK: We'vedemonstrated more than
once how difficult it isto conduct a discussion with a
group that'sthissize. If weadd more, | don't care
wherethey'refrom and | don't careif they can't vote, if
they can participatein a discussion all wedo isadd to
the difficulty of what is already a very difficult
situation in terms of having meaningful discussions when
we have member ship of 30 people. And asa practical
matter even the limitations on the time the Task Force has
to function. | think adding any mor e people as
participantsin the discussion is going to make our job
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just mor e difficult.

MR. KERR: Isthereany number of
suggestionsto limit there?

MR. ENTHOVEN: Weéll, | thought thiswas
ratifying what had apparently been afait accompli.

MS. FINBERG: | think we adopted this
principal.

MR. KERR: | don't have a problem if weare
adding 50 people.

MS. FINBERG: Why don't we say no morethan
five.

MS. BOWNE: No morethan two.

MR. PEREZ: Mr. Chairman, theroster |
received at our last meeting in Sacramento listed several
ex-officio member s on the back, some of whom hadn't truly
been seated because the bylaws didn't allow for them to be
seated. But, for example, it listed Senator Herschel
Rosenthal as an ex-officio even though those bylaws hadn't
allowed for him. So aren't wereally changing the bylaws
to allow for people that we already -- who have alr eady
been involved in this processto berecognized as
ex-officio member s?

MR. ENTHOVEN: That's my understanding of
what we're doing.

MS. BOWNE: But potentially you're opening
it up for them to nominate as many mor e persons --

DR. ROMERO: Which iswhy the next
amendment.
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MS. FINBERG: That'swhy we'll add but no
mor e than five.

UNIDENTIFIED COUNCIL MEMBER: Sevenisfine.

MR. PEREZ: There'seight here but some of
them were already allowed by the governor.

MR. LEE: Some of them are mandated.

MR. PEREZ: Right. | think five would --

DR.ROMERO: Mr. Chairman, first of all it's
accurate that thisisatechnical amendment simply to
ratify the establishment. Thelegislature also hasthe
authority to appoint ex-officio members. It wasan
oversight in the original drafting. The governor
appointed a few, the legislature hadn't appointed anybody
yet, so we can fix that. | think | would recommend that
the Task Force put alimit of either an actual number or
in essence a balance between gubernatorial and legislative
appointees.

DR. SPURLOCK: | want to make a motion to
amend the amendment. And |I'm going to say that the Senate
Rules Committee and Assembly Speaker may appoint
ex-officio members and that theroster of the Task Force
will be complete and closed as of June 30th, 1997.

MS. FINBERG: That might be alittle bit
restrictiveif there'sachangein personnel or a
particular issue within a department. So we ought to give
alittle leeway, not alot.

MR. HAUCK: Why don't we eliminate
ex-officio members.
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1 MR. LEE: No offenseunder thetablethere.
2 MS. BELSHE': | madethat suggestion to

3 Bill; I waskidding.

4 MS. FINBERG: Shewantsto go home.
5 MR. ENTHOVEN: Isthat in thelegislation?
6 MR. HAUCK: It saysmay or your rulessay it

7 may, | don't know --

8 DR. ROMERO: A bit of history for context.

9 When thelegislation specified that the governor had 20

10 appointmentsand thelegislature had ten, five each, the

11 governor felt it wasimportant that certain department

12 headswho have direct responsibility for regulation or

13 health policy berepresentative of the Task Force, ergo

14 four or five governor's ex-officio appointments, the

15 legidlature hasresponded and appointed two -- isthat all

16 wehaveistwo? | prefer to defer to the ex-officios, but

17 1 guessonehasalready spoken. | can certainly find ways

18 toassureyou folksadd value even if you'renot at the

19 table.

20 MS. BELSHE': | personally think thereis

21 valuein having ex-officios, it'sjust you've got mor e of

22 apolitical issue with our legislative leader ship and the

23 suggestion of having their be parity in gubernatorial --

24 MR.LEE: | movethat asa suggestion.

25 Theremay be up to parity with whatever isappointed by

26 thegovernor.

27 (Whereupon a discussion was had among the

28 council membersthat thereporter wasunableto take
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down.)

MR. HAUCK: Based on thislist thereare
one, two, three, four, five, executive branch ex-officio
member s and currently there are two legislative, Senator
Rosenthal and Michael Shapiro. Soif you had atotal of
eight legislative ex-officio --

MR.LEE: No, between Assembly and Senate.
Between parity adding together Senate and Assembly they
each get half of what the governor gets.

DR. ROMERO: That was generous because they
get only half of the total number.

MR.HAUCK: That'san odd -- | mean you
have -- you -- now have five executive branch --

DR. ROMERO: Sothree.

MR. ENTHOVEN: Two and a half.

MR. HAUCK: Two and a half.

MR. ENTHOVEN: Do you want to make a motion
to do this?

MR.LEE: Motionisto allow for --

MR. ENTHOVEN: Call up Peter here.

MR. LEE: --the Assembly and Senate may
appoint up to between them the same number of ex-officios
appointees as the governor, but nomore. And they're not
mandated to do so.

MR. ENTHOVEN: Okay. That'sthe motion.

All in favor?

COUNCIL MEMBERS: Aye.

MR. ENTHOVEN: Anyone opposed?
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Let'ssee. Doesthat do the --

MR. PEREZ: | have--

MR. ENTHOVEN: John, yeah.

MR. PEREZ: Thenext amendment istothe
standing rules as opposed to the bylaws. | have a couple
of issuesto raise with respect to the bylawsthat | would
like usto deal with, if I may.

On page 4 of the bylaws first paragraph it
basically saysthat the procedurefor publishing or
releasing or attributing information is solely the
discretion of the executivedirector. And | don't find
that to be an acceptable rule to govern the publication of
findings of a group thissize. And I think we should
strike approval of the executive director and replace that
with approval of the Task Force.

DR. ROMERO: | don't understand your
objection.

MR. PEREZ: I'm not saying thiswould
happen, but it could happen, we could make a vote 25, 5 on
thisreport and you could say no.

MR. ENTHOVEN: | don't think that wasthe
intent. Theintent wasto have editor-in-chief, a traffic
cop, so that it was clear what had to --

MR. PEREZ: Right. And that'swhy the
executive director makeswritten and other reports back to
thisbody, and | think that the appropriate way would be
for the executive director and the staff to draft things
that they would like to be published or to finetune
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thingsthat we would like to be published. But ultimately
thisbody should have the authority to publish findings as
we see fit by majority vote.

DR. ROMERO: Thedistinction isbetween
editing and the production process ver ses the publication
of vote.

MR. PEREZ: No, | think it'sapproval. It
says -- it specifically says shall be approved, and |
think that the approval should lie with the majority of
the members of the Task Force.

MR. LEE: Can | suggest a friendly amendment
tothat? Thelaw of theintent here, | think, isnot
having Task Force membersdoing individual things and
saying I'm speaking for the Task Force. | understand your
intent. | would suggest an amendment that says -- where
it says materialsdistributed by the Task Force shall be
approved by -- insert a majority vote of the Task Force or
the Task Force executivedirector. | don't think we're
trying to stop a pressrelease or formal announcement.

MR. PEREZ: That'sdefinitely better.

And whilewe'reon that one section if |
might add one other thing. In the next paragraph itis
saystheviews-- and it explains what disclaimers shall
be accompanied by publications by individuals. | would
liketoinsert the word necessarily so that instead it
would say views expressed herein -- actually drop the word
exclusively and insert the word necessarily. So it would
read views expressed herein aren't of the author and do
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not necessarily represent the view or opinions of the
Managed Health Care Improvement Task Force.

DR. ROMERO: That's much closer to standard
disclaimer language.

MR. ENTHOVEN: Isthat a motion?

MR.LEE: Yes.

MR. ENTHOVEN: Second?

MR. RODGERS: Second.

MR. ENTHOVEN: Allin favor?

COUNCIL MEMBERS: Aye.

MR. ENTHOVEN: Any opposed?

MS. FINBERG: | have a question now. If the
majority isapproving written materialslike thefinal
document, if in the event we're not in unanimousin our
written product, would that allow for a minority report.

MR. ENTHOVEN: Certainly. Absolutely.

MS. FINBERG: But it would haveto be
approved by thewhole Task Force, | think. That'swhat
I'm wondering if we don't need to indicate or minority
reports may also be published or something like that.

MR. ENTHOVEN: Jeanne, | would like to say
theintent certainly in my mind has been from the outset
that minority reports-- wedon't want to try to
represent, to represent to the world anything different
than what isa fact, you know, and I'm expecting in some
cases 25 member s approve the following recommendations and
" X" number of member s have the following different view
which is presented to the --
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MS. FINBERG: But doesthisallow for that?

MR.LEE: Thisallowsfor it at least by
saying the views of these five membersdon't represent the
whole Task Force but could be specifically allowed even
with that caveat. The membersof a minority view could be
covered right here.

MR. PEREZ: Theother process, right, is
that the approval of areport -- we as a body can approve
areport with both majority and minority report in the
same body so that for exampleif several of usdidn't
agree with the majority report, we could attach that so
that both reports are shared collectively and then a
majority vote would be required to approve both things
together.

MR. ENTHOVEN: But I think it goes without
saying that our duty isto disclose majority views and
minority views. Wedon't want to sweep any ideas under
therug.

MS. FINBERG: Good. | don't haveto make a
motion then.

MR. PEREZ: | haveonelast issuethat |
would liketoraise. With respect to order of business on
page 4 where it saysthe agenda for regular business
meeting shall be set by the executive director. Again,
therel would like to say executive director or majority
vote of the Task Force.

MR. LEE: Second.

MR. ENTHOVEN: Allin favor?
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COUNCIL MEMBERS: Aye.

MR. ENTHOVEN: Opposed?

Done.

MS. SINGH: Westill need to vote on the
amendment the standing rule in accordance with Task Force
bylaws ex-officio members -- we're adding and other
persons may not vote on actions before the Task Force.
We're adding and or on behalf of the Task Force member.

DR. ROMERO: A proxy in other words.

UNIDENTIFIED COUNCIL MEMBER: So moved.

MR. PEREZ: Second.

MR. ENTHOVEN: Allin favor.

COUNCIL MEMBERS: Aye.

MR. ENTHOVEN: Finally, we must leave some
time for public comment, we may have exhausted the members
of the public. And if members of the public want to
comment we will be meeting at two o'clock here. It would
be niceif the comments were postponed until then so the
Task Force members can get something to eat, but if
Estella Martinez or Ray Ensher want to speak now -- |
apologize for the intimidation here but they may do so or
alternatively they can speak to happier better fed Task
Force members.

UNIDENTIFIED AUDIENCE MEMBER: | would
prefer to speak to the better fed.

MR.LEE: I'msorry, | want to eat a lot
too, not alot. The Task Forceresource groupswas last
on the agenda and | would be curiousif we have these
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paired already and maybe you were going to distribute
something or let us know more about the draft we got.

MR. ENTHOVEN: We havein the meeting packet
thelist of groupsand now | have here -- I've been
working it out and it would have been made availableto
you sooner except that | still haven't gotten yeses on
either writing or tryingto speak to people and playing
telephone tag and | think probably, and in most cases but
not all have gotten agreement. Why don't | just --

MR.LEE: Send it out.

MR. ENTHOVEN: Send it out. We have 14
groups, some of them are two person groups; they can meet
together. Some are larger which we're thinking can serve
asareview panel. But let me emphasizeto you the value
of people reaching out to achieve balance. I'vetried to
achieve some -- there's several objectives oneis capture
expertise and another isachieve some balance. So | will
fax this out early next week where we stand.

DR. ROMERO: Two background comments,

Mr. Chairman.

Thefirst oneisto echo what Hattie was
saying earlier when we wer e discussing bylaw amendments.
Thereare 12 of them -- 14, sorry, 14 groups, each of them
had relatively narrow boundary problems, although you
might not think that when you get involved with your
specific effort, that wasto try to make the work
handleable with a small number of people. If we--if you
ultimately decide that you need to go to larger problems
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and moreinclusive groups, then we have the option of
noticing them.

The point that | think Hattie wasimplying
and | want to emphasizeisthat -- and with respective to
staff, | just can't bein the position of noticing 14
groups. | can bethe position of noticing two or three or
four groupsor some small number likethat. So if you get
moreinclusivein the processes, you'll have to get more
ambitious about identity.

The second comment | want to make, I'll put
thisin writing but an investigative structure has been
suggested to me and | just want to mention now and | will
re-emphasizein aletter later | suggest that each of
these groupstry to answer three questions. And the
guestionsare -- | need my notes. The questionsare first
of all what isthereal or perceived problem that this
group is attempting to solve? And then there's some
investigation to distinguish perceived from real,
obviously.

The second question iswhat gaps or
deficiencies are therein the market and governing
structurethat's causing that problem or not ameliorating
that problem.

And then the third iswhat roles should
various market participantstake, i.e., purchasers, plans,
consumers, providers, and government to try to address
that deficiency.

And then the fourth and final goal which
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final question will be a topic of one particular expert
resource group that isin essence then how should
gover nment organize to fulfill its particular role?

Again, | will -- thisis-- 1 will be
summarizing this mor e thoughtfully in writing, but |
wanted to introduce these to you now.

MR. PEREZ: Could you repeat thethird one.

DR.ROMERO: Yeah. Third onewasin
essence -- | won't use exact same words because | don't
remember them -- but in essence what role should the
various participantsin the market and government play in
fixing the problem, and as| mentioned wer e plans,
consumers, providers, and employer and purchasers. And |
mention that one just to make the point that even though
our function istherole of government, | always want to
remind ourselves that government'sroleissimply in the
context of therole. It'sa number of different
participantsin this market.

MR. ENTHOVEN: Jeanne, did you have a --

MS. FINBERG: I'll mention it privately so
we can eat.

MR. ENTHOVEN: Without objection the meeting

is adjourned and we will reconvene at two o'clock.

* * %
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